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Finance and Industry...a Fighting Team 


Behind the swiftly rising production of America’s in- 
dustries stand the Nation’s banks with loans and credits 
to build and expand war plants as well as to purchase raw 
materials and pay wages. The New York Trust Company 
and America’s other banks are thus cooperating to win the 
war and make possible a lasting peace. This is one of our 


contributions to Victory! 


THE 
y NEw YorK TRUST 
| COMPANY 


Member of the Federal Deposit Insurance Corporation 


100 BROADWAY * MADISON AVENUE AND 40TH STREET * TEN ROCKEFELLER PLAZA 





May We Serve You 


here in one of America's greatest 


armament centers ? 


You will find us especially well 
equipped to render complete war- 


time banking service. 


- JATIONAL BANK 
7 COMPANY 


Established 1858 


Member Federal Deposit Insurance Corporation 
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CANADA 


‘Through our 540 Branches in Canada the New 
York Agency is in close touch with every phase of 
Commercial and Financial activity in the Dominion 
and is well equipped to assist and serve corpora- 
tions, firms and individuals interested in Canada. 
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A Valuable Aid for Every Bank 


Handling Personal Trusts . . 


Personal Trust Administration 


By CUTHBERT LEE 


HEE for the first time the trust officer and employes of 
trust departments have definitely in writing the ac: 
cumulated knowledge regarding the handling” of personal 
trusts which has hitherto been slowly, laboriously and inac: 
curately handed down from one bank generation to an 
other—taught and learned by word of mouth. The entire 
procedure for administering personal trusts is here described 


in detail—based on the practice of the most efficient trust 


companies. 


Price $5 Delivered 
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A VALUABLE AID... 


‘BANK BOND INVESTMENT 


AND 


SECONDARY RESERVE 
MANAGEMENT 


By PAUL M. ATKINS 
Expert in Security Valuations 
Before the Courts and Board of Tax Appeals 
Special Liquidator of Securities for the 
Comptroller of the Currency, 1982-1987. 


Subjects discussed 
in this book 


The Non-Local Earning Assets 
of a Bank—a Management 
Problem 

The Analysis of the Balance 
Sheet Position of a Bank 

The Analysis of the Income 
Position of a Bank 

The Analysis of the Past His- 
tory of a Bank 

The Evaluation of Securities 
—a General Discussion 

The Evaluation of U. S. Gov- 
ernment Securities 

The Evaluation of State and 
Local Government Securi- 
ties 

The Evaluation of Railroad 
Securities 

The Evaluation of Public 
Utility Securities 

The Evaluation of Industrial 
Securities 

Economic, Business and Poli- 
tical Factors 

Sources of Economic, Finan- 
cial and Political Informa- 
tion 

The Primary Reserves of a 
Bank 

Secondary Reserve Policies 
and Programs 

Investment Account Policies 
and Programs 

The Purchase and Sale of 


Securities 


HIS one compact volume contains the 
most complete and thorough discu- 
sion yet to appear of that difficult and 
perplexing phase of banking administra 
tion—the management of the bond port 
folio of a bank. 

An increasing amount of attention and 
discussion have been given in_ recent 
months to the bond portfolios of bank 
and to the analysis of securities by bank- 
ers, but practically nothing has been said 
or written on the question of how to deter 
mine what bonds the individual bank 
needs to meet its own particular require 
ments. Here, at last, is an answer to 
many of the questions in this field which 
have been plaguing bankers for years. 


You Must “Know Your Bank” 


That it is necessary for a bank to have 
sound policies and programs if it is to 
manage its secondary reserve and its it 
vestment account successfully, is the 
central idea around which this book # 


written. Coupled directly and imme 
diately with this basic concept is the thess 
that, in order to accomplish this end, the 
first step for every banker to take is # 
study and analyze his own bank for the 
purpose of policy formations and a 
istration in this field. As Mr. Robert M. 
Hanes, former President of the American 
Bankers Association, says, you must 
*“*know your bank.”’ 


Price $5.00 


BANKERS PUBLISHING COMPANY 


465 Main Street Cambridge, Mass 
iv THE BANKERS MAGAZINE for June, 18 





THE 


BANKERS MAGAZINE - 


ELMER H. YOUNGMAN, Editor 
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AFTER FIFTY YEARS 


4 HE association of the undersigned with THE BANKERS 
pe) Magazine (then Rhodes Journal of Banking), begun 
stra- in the Spring of 1893, ends with the present issue. 
ort: In this long period many changes have taken place in 
the political, economic and banking systems of the United 
= States. Fully to record the changes in banking alone would 
ails carry one far afield, constituting a task of no ordinary mag- 
ank- nitude, and requiring an amount of space greater than could 
said be allotted to the history in a single issue of the publication. 
eter: It is for these and other reasons that the attempt to record 
4 what might prove an instructive and interesting story will 
eA not be made. 
rhich During my long association with THE BanKERs MaGa- 
8. ZINE it has been my good fortune to know many of the lead- 


ing bankers in the United States and other countries. To 
them I wish to extend my thanks for the many. courtesies 
they have shown me. 

May the banks and THE Banxers MacazinE continue 
to be of service in their respective fields. 


Ev_mer H. YounGMAN. 


Great Success of the Second War Loan 


HAT a loan calling for $18,000,000,000 should be 
promptly subscribed in full, with an addition of some 
500,000,000 is both an indication of the financial power 

of the people of this country, but also an exemplification of 
their determination to furnish whatever amount of funds 
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that may be needed to help in bringing the war to a success- 
ful conclusion. 

It has been aptly said that in subscribing for bonds 
of the United States one is not making a sacrifice but a 
good investment. Nevertheless, there must have been many 
cases where the purchasers of the bonds have had to give 
up something they badly needed in order to make their sub- 
scriptions. If these cases really represent a sacrifice, it was 
one gladly made. 

The great success of the Second War Loan augurs well 
for the future. There will be no lack of means, furnished 
by the banks and the public, for the successful prosecution 
of the war. While this is but one phase of our war effort, 
it is one of major importance, for adequate funds are indis- 
pensable to the vast operations which war entails. 


As to Financial Exploitation 


ROM a very high official source has come the statement 
that the era of exploitation of foreign countries by the 
United States has come to an end. Many American 

investors who have seen their funds disappear in foreign in- 
vestments may feel that it is they who have been exploited. 
We entered rather boldly, and on a huge scale, into the field 
of foreign investing without much knowledge or experience, 
with results that need not have been surprising. From this 
alluring scene of financial “exploitation” we turned some- 
what abruptly to speculation in our own securities. If the 
result of our foreign investing was bad, the outcome of our 
domestic speculative venture was worse. 

The fact of the matter is that neither foreign nor do- 
mestic investments are as safe as one could wish. How to 
make them safer has been the subject of much thought, 
but without commensurate results. 

With the end of the war, there will certainly be an im- 
mense demand for American capital from a number of the 
war-torn countries of the world, and the difficulty of making 
sound loans will be particularly great. It can hardly be 
imagined that the thought of exploitation of the borrower 
will enter into the making of these post-war loans. 


THE BANKERS MAGAZINE for June, 98 





War Entering a New Phase 


ITH the expulsion of Germany from North Africa 
the war is entering on a new phase, implying on early 
invasion of the Continent of Europe. Since air 

power proved such a decisive factor in the African campaign, 
and since the air superiority of the United Nations has been 
clearly demonstrated, this would seem to warrant increased 
confidence in a reasonably early victory for the United Na- 
tions, which is not to say that the war will end this year or 
even next. But it can be said that it will not drag on in- 
definitely, for Germany is now on the defensive and has 
shown that its invincibility is a myth. 

While THe BanKers MacazinE has deprecated the 
consideration of comprehensive financial and economic plans 
at this time as lending to divert attention from the imme- 
diate objective of the United Nations—winning of the war 
—there are some things that may profitably be kept in 
mind now. 

In the first place, let us not be thinking that the world 
will be made richer by the war. It will be made poorer in 
wealth, although the spiritual gain will be great. 

Nor should the United Nations be lulled into a false 
security by dreams of a lasting peace. History, ancient 
or modern, affords no basis for any such dreams. 


The Real Issue in the Miners’ Strike 


ERIOUS strikes in the coal-mining industry disturbed 
the country in May, and extraordinary means had to 
_be employed in bringing about their settlement, the 
Government taking over operations of the mines in some 
cases. 

On the part of the miners it was claimed that the cost of 
living had risen in their localities to an extent that called 
for an advance in their wages to meet this added cost. 

The point at issue, then, was not one primarily relating 
to the wages of the miners, but to the cost of living. 

But even had the cost of living risen more than wages 
in the coal-mining industry (and this has been disputed), 
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the remedy which the miners sought to correct this actual 
or supposed inequality would not prove effective, but the 
reverse . This would especially be true if an advance of 
the miners’ wages should be taken as a precedent and applied 
to industry generally. The result would be a further rise 
in the cost of living, for wages constitute “he leading ele- 
ment in the cost of production, and theretore in the price 
structure. 

Fundamentally, in resisting the rise in the wages of the 
coal miners, the purpose of the Government has been to 
keep a check on the strong tendency to inflation. It is held 
that, in proportion to the supply of consumption goods, the 
purchasing power in the hands of the public is already 
hugely excessive.. An increase of wages, especially should 
it become general, will further add to this purchasing 
power, and hence accelerate the inflation movement. Should 
there be a runaway inflation, and it is believed there will not 
be, coal miners and all industrial workers would seriously 
suifer, for their wages could not rise fast enough to keep 
up with the increase in the cost of living. 


A 7-POINT PROGRAM FOR EVERYONE 


A wIN-THE-waR program for every individual was recently suggested 
by George L. Harrison, president of the New York Life Insurance Com- 
pany, which he believes that “every individual throughout the country 
should endeavor to follow as closely as his own circumstances render 
possible.” Here it is: 

. Be thrifty and frugal. 

. Buy War Bonds and Stamps. 

. Maintain life insurance. 

. Maintain savings deposits. 

. Buy only the things that are absolutely necessary. 

. Prepare to pay high taxes. 


7. Comply with rationing regulations, price ceilings and other 
Government restrictions. 


THE BANKERS MAGAZINE for June, 1948 





American Property Claims Against 
Germany and the Coming 
Peace Treaty 


By Harotp G. ARon AND FREDERICK W. EISNER, 
New York City 


ONG before this war officially started, and long be- 
fore we even knew the meaning of “freezing regula- 
tions,” did Germany start the economic war against 

the United States by freezing all American assets in Ger- 
many, and by forbidding not only German debtors to pay 
their debts to creditors in this country, but by making it 
impossible for American companies lawfully doing business 
in Germany to transfer to the United States gains derived 
by them in Germany. Today, severai and large groups 
of Americans have considerable claims against German 
nationals and against the German Government for unpaid 
obligations and for damages to life and property suffered 
during the present war. What chance is there, if any, that 
these claimants may collect their claims or at least a part 
thereof now or at any forseeable future date? 

Any chance for collection presupposes, of course, that 
Germany will be thoroughly defeated and made to accept 
peace conditions which the United Nations may deem just 
and appropriate. Whatever these peace conditions may be, 
however, it is to be expected that Germany, with so many 
neighboring nations who have suffered tremendous destruc- 
tion of life and property from the hands of ruthless invaders, 
will scarcely find herself in a condition to make substantial 
payments to American creditors. Thus, the only possibility 
of at least a partial payment of such claims may be found 
in the German assets within the United States. How were 
such assets treated in and after the last war, and what ex- 
perience was encountered and what principles established, 
which may guide us in the just and successful solution of 
this problem? 

The Trading with the Enemy Act of 1917, as amended, 
Which is still the law of the land, and currently relied upon 
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on several occasions by the President for issuing needed war . 
regulations, empowered the President to create an Alien 
Property Custodian authorized to receive all money and 
property in the United States due or belonging to an 
enemy, and to hold the same under the general direction of 
the President. As “enemies” were considered the govern- 
‘ments with which the United States was at war, and all 
such individuals or corporations of any nationality resi- 
dent within the territory of, or territory occupied by, a na- 
tion with which the United States was at war. Following 
the concepts of Anglo-Saxon law, those Germans who were 
neither residing in Germany proper nor in the occupied 
countries, were as a rule, not considered “enemies,” and their 
property was not affected by our war measures. This rule 
has been adopted in the present war. 

The total value of all enemy property seized during the 
last war, was estimated to approximate $760,000,000. Of 
such amount, approximately $275,000,000 was, by the end 
of 1926, returned to persons and corporations who could 
prove that they were not enemies within the meaning of the. 
law, and another part of it had originally belonged to Aus- 
tria and Hungary and their nationals and was independ- 
ently dealt with. At the end of the war, the question arose 
what to do with this great mass of sequestrated German 
property. Our allies who had likewise sequestrated all Ger- 
man property within their respective countries provided 
in the Treaty of Versailles a clearing system by which such 
property was used to satisfy the demands of allied creditors 
against Germany and her nationals while the German Gov- 
ernment undertook to indemnify the German property 
owners. Section 297 (e) of the Treaty of Versailles pro- 
vided that the nationals of the Allied and Associated Powers 
were entitled to compensation in respect of damage or in- 
jury inflicted upon their property rights or interests, on ac- 
count of exceptional war measures, including measures of 
all kinds, legislative, administrative, judicial, and others, 
and that the compensation should be borne by Germany and 
was chargeable upon the property of German nationals 
within the territory or under the control of the claimants’ 
State. In Section 297 (1), Germany undertook to compen- 
sate her nationals in respect of the sale or retention of their 
property, rights or interests in Allied or Associated States. 
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U. S. Makes SEPARATE ARRANGEMENT 


In accordance with the above provisions, our allies ap- 
plied all German property in their possession towards the 
payments of Germany’s and her nationals’ debts. We de- 
clined to follow such procedure which some of us called 
“confiscation,” but which our allies never conceded to be 
such. In our peace treaty with Germany, the Treaty of 
Berlin of August 25, 1921, we were accorded the rights, 
privileges, indemnities, reparations and advantages which 
had been stipulated for our benefit in the ‘Treaty of Ver- 
sailles. In addition, the Treaty of Berlin contained, as 
requested by us, the full text of section 5 of the Knox- 
Porter Resolution, previously adopted by the Senate, in 
which it was provided that all property of the German Gov- 
ernment and its nationals which had been sequestrated by 
the Alien Property Custodian was to be retained by the 
United States, and no disposition was to be made thereof 
until such time as the German Government would have 
made suitable provisions for the satisfaction of all claims 
against Germany of all persons who owed permanent al- 
legiance to the United States and who had suffered, through 
the acts of the German Government, any loss or damage 
to their persons.or properties. 


While our allies, under the principles adopted by them, 
found themselves able to secure satisfaction for the claims 
of their nationals without much delay limited only by the 
amount of the enemy property in their hands, the course 
set by us led to an entirely unforeseen and unfortunate de- 
lay and into a welter of difficulties and intrigue with the 
result that at the beginning of World War II, there was 
still a not inconsiderable part of American claims against 
Germany unsatisfied, without provision for payment, where- 
as at the end of World War I there had been sufficient 
enemy property in our possession to cover fully and ade- 
quately, with interest, all claims of our nationals against 
Germany. 

How was such rather disappointing result brought about? 
American as well as English courts have in numerous de- 
cisions consistently held, that, while a declaration of war 
does not ipso jure vest title of enemy property in the sove- 
reign, the sovereign may sequester and appropriate such 
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property, and the will of the sovereign to do so, if made 
known in an express act, is binding on the courts. Thus, 
under our municipal law, the United States was clearly 
entitled to dispose of enemy property in whatever way 
it might see fit. Hence, section 12 of the Trading with the 
Enemy Act provided that the Alien Property Custodian 
should hold all the property conveyed to him as a common- 
law trustee, and in addition thereto, should be authorized 
to dispose of such properties by sale or otherwise in like 
manner as though he were the absolute owner thereof, and 
that after the end of the war, all claims of enemies to money 
or other property received and held by the Alien Property 
Custodian should be settled as Congress should direct. Con- 
gress was thus appointed the final arbiter to decide the fate 
of the enemy property held by the Alien Property Cus- 
todian and was untrammeled and free to authorize the sei- 
zure, use or appropriation of such properties without any 
compensation to the owners. As the Supreme Court pointed 
out in the famous case of United States vs. Chemical Fownd- 
ation (272 U.S. 1) there is no constitutional prohibition 
against confiscation of enemy properties. In order to de- 
termine the amount of private American claims te be paid 
by Germany in satisfaction of Germany’s financial obliga- 
tions under the Treaty of Berlin, the United States and 
Germany agreed upon the creation of a Mixed Claims Com- 
mission which should pass upon the American claims against 
Germany. Shortly thereafter, in March 1928, Congress 
enacted the Winslow Act which provided that former enemy 
owners of funds not exceeding $10,000 should be fully re- 
imbursed, those with claims exceeding that amount receiv- 
ing an on account payment of $10,000 each, and in addition 
thereto up to $10,000 during any year from the income from 
their properties. It appeared then clear that even after such 
partial return of enemy property, enough would be left 
to fully satisfy the American creditors. 

Upon considerable propaganda and pressure brougit 
by former German owners and Americans opposed to “con- 
fiscation” of private property in war and in peace, a bill was 
submitted to Congress purporting to return the larger share 
of German properties to their former owners, which resulted, 
in March, 1928, in the enactment of the Settlement of War 
Claims Act of 1928. At that time, the balance of the Ger-— 
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man property held by the United States and of the Ameri- 
can claims against Germany was app~oximately this: 


Value of German prop- 
erty held as of October 
1926, including Un- 
allocated Interest 
Fund 
$300,000,000 


Awards by Mixed 
Claims Commission on 
behalf of American 
nationals as of Feb- 
ruary, 1927, including 
interest 


Awards on behalf of 
the United States, with 
interest 


$59,000,000 


Awards entered 
$145,000,000 


Estimate of Awards to 
be entered 
$33,000,000 
Total awards (including estimate 

of future awards) $237,000,000 

A total of $237,000,000 of American claims was thus 
secured by German funds in our possession approximating 
$300,000,000. Under the Treaty of Berlin, we had un- 
doubtedly the right to satisfy our claims out of these $800,- 
000,000. ‘The Senate, in the Knox-Porter Resolution, had 
expressly provided that all German property was to be 
retained by the United States until the German Govern- 
ment should have made suitable provision for the satisfac- 
tion of all American claimants, and in 1980, a statute was 
enacted authorizing the Secretary of the Treasury to con- 
clude an agreement with Germany under which Germany 
was to deposit $500,000,000 in government gold bonds in 
payment of her obligations remaining unpaid. Yet, today, 
a considerable part of the claims of American nationals re- 
mains unsatisfied, whereas the Germans recovered 80 per 
cent of their funds; and furthermore unsatisfied remain the 
$59,000,000 awards entered for the United States, which, 
including interest since 1927, have almost doubled, not to 
speak of the claim of our government for the costs of the 
occupation of the Rhineland by our army which Germany 
was under an obligation to repay. How did this happen? 


Knox-Porter RESOLUTION 


At the time of the formulation of the Knox-Porter 
Resolution it was thought that we could afford to avoid the 
appropriation of the German property in our possession 
towards the payment of Germany’s debts and that we would 
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merely have to retain such property until the time Germany 
would pay her debts which would assure us speedy pay- 
ment, and which would lead towards the same goal as 
achieved by our allies. When it became later clear that 
Germany would not, or could not, make the necessary pay- 
ments fast enough to entitle her and ‘her nationals to the 
return of the property within the foreseeable future, as en- 
visaged in the Knox-Porter Resolution and the Treaty of 
Berlin, and when the Dawes Plan reduced Germany’s pay- 
ments to a scale which would have required approximately 
80 years until full payment was inade, the propaganda for 
the return of the property retained by us became almost 
irresistible. A flood of essays and publications appeared in 
which the demand for the unconditional return of German 
property was uniformly based upon our policy toward 
private property in general, and almost all referred to a 
dictum by Alexander Hamilton regarding the Jay Treaty 
of 1794 in which he had expressed his abhorrence at the 
idea of violating property of private individuals. An- 
other most frequently used argument was the treaty between | 
the United States and the King of Prussia of 1799 in which 
it was provided that in case war should arise between the 
two countries, the merchants of either country then residing 
in the other should be allowed to remain nine months to col- 
lect their debts and settle their affairs, and should then be 
allowed to depart freely, carrying off all their effects with- 
out molestations or hindrance. 

The Settlement of War Claims Bill of 1927 as for- 
mulated by the House of Representatives provided for the 
immediate return of 80 per cent of the property of German 
nationals held by the Alien Property Custodian to its for- 
mer owners. The bill was not resolved, however, with- 
out encountering some stiff resistance,’ inasmuch as _ the 
American creditors depended, under the bill, for immediate 
payment of their claims partly upon monies to be advanced 
from general funds of the Treasury. Vice President Gar- 
ner, then a member of the House, called the bill a “stu- 
pendous steal,” “the greatest in the history of this country.” 
And Secretary of State Hull, then likewise a member of 
the House, remarked in regard to the argument of the treaty 
between the United States and Prussia of 1799 that this 
treaty had been violated by Germany in every conceivable 
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way, both before we entered the war, and during the war. 
However, several distinguished American statesmen and 
jurists took the opposite view, adhering to the admonition 
of Alexander Hamilton. The Settlement of War Claims 
- Act became law in 1928, and in accordance with its provi- 
sions, 80 per cent of the property was returned to the for- 
mer German owners. Not until 1934 when Germany’s wil- 
ful default had become apparent and after most of the prop- 
erty had already been returned to the former German own- 
ers, did Congress enact Public Resolution No. 58, the Har- 
rison Resolution, which forbade further refunds as long as 
Germany defaulted on her payments. 
While thus the German nationals succeeded in recover- 
ing 80 per cent of their former property, some of the Ameri- 
can claimants who had suffered damages through Germany’s 
war measures to the payment of which Germany was obli- 
gated under the Treaty of Versailles and the Treaty of Ber- 
lin, encountered extaordinary difficulties in their endeavors 
to secure payment of their claims. Pursuant to an agree- 
ment of August 10, 1922, the United States and Germany 
set up a Mixed Claims Commission which was to determine 
the amount to be paid by Germany to American claimants 
in satisfaction of her financial obligations under the Treaty 
of Berlin of August 25, 1921. ‘The commission was com- 
posed of three members, one appointed by the United States, 
another by Germany, and an umpire selected by the two 
governments who throughout the life of the Commission 
was an American. ‘The Commission entered altogether ap- 
proximately 7,000 awards to American claimants for claims 
against Germany, amounting to $140,000,000, or, with in- 
terest, $254,000,000, of which approximately $160,000,000 
were paid. (These figures do not include four awards in 
favor of the United States Government for approximately 
$42,000,000, or, with interest, $100,000,000, none of which 
was paid). A substantial part of these awards, approxi- 
mately $20,000,000, or, with interest, $52,000,000, resulted 
from the so-called sabotage-claims, arising out of the destruc- 
tion by German saboteurs of the Black Tom terminal in 
New York Harbor in July, 1916, and the ammunition as- 
sembling plant at Kingsland, New Jersey, in January, 1917. 
The Commission concluded originally in a decision at Ham- 
burg in 1930, following oral argument at The Hague, that 
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the Kingsland fire was not caused by German agents and 
that the Commission was far from being convinced that the 
Black Tom disaster was caused by a German agent. After 
petitions for a rehearing were first dismissed by the Com- ~ 
mission, the Commission finally decided to entertain a mo- 
tion for a rehearing which was based on the allegation that 
the Commission in reaching its prior decisions in the sabotage 
claims had been misled and defrauded by perjury, collu- 
sion, and suppression of evidence. After long and pro- 
tracted proceedings which extended over several years, final 
oral argument in this matter was heard in Washington dur- 
ing the period of January 16-27, 19389. Following the 
close of the argument, conferences in accordance with the 
usual procedure were had by three members of the Com- 
mission, during the course of which the American Com- 
missioner expressed his opinion that the decision at Ham- 
burg had been reached: on false and fraudulent evidence, and 
that the proof of fraud was sufficient to set aside the Ham- 
burg decision and to reopen the cases, to which opinion, on 
the question of fraud, the umpire expressed his ful! agree- 
ment. Thereupon, the German Commissioner, on March 
1, 1989, announced in a letter to the umpire his “retire- 
ment” from the Commission. The German Government 
did not nominate any successor and the German Charge 
d’ Affaires, in notes addressed to the State Department, af- 
ter severely criticizing the Commission, stated that his Gov- 
ernment would ignore any further acts or decisions of the 
Commission, and requested the Department to disapprove 
of the acts of the Commission and to find some way of quash- 
ing them. In his reply, dated October 18, 1939, the Sec- 
retary of State remarked that he must refrain from engag- 
ing in a discussion of the various complaints and protests 
set forth by the German Charge d’ Affaires, and that he had 
entire confidence in the ability and integrity of the umpire 
and the Commissioner appointed by the United States, 
despite the severe and entirely unwarranted criticism raised 
by Germany, and that he felt constrained to invite attention 
to the fact that the remarkable action of the Commission 
appointed by Germany (in withdrawing from the Com- 
mission) was apparently designed to frustrate or postpone 
indefinitely the work of the Commission at a time when, af- 
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ter years of labor on the particular cases involved, it was 
expected that its functions would be brought to a conclusion. 

Apparently, the rather polite form of this note, in view 
of the German action, was due only to diplomatic custom 
and propriety. Without such due consideration, the now 
historic words used by our venerable Secretary, when re- 
ceiving Ambassador Nomura’s note, would probably have 
more adequately expressed his feelings: “I have never seen 
a document that was more crowded with infamous false- 
hoods and distortions—infamous falsehoods and distortions 
on a scale so huge that I never imagined until today that 
any government on this planet was capable of uttering 
them.” 

The Commission, despite the “retirement” of the Ger- 
man Commissioner, continued its work and entered awards 
for the sabotage claimants, finding that fraud in the evidence 
previously presented by Germany had misled the Commis- 
sion and had affected its former decision in favor of Ger- 
many. In his final report, the American Agent before 
the Mixed Claims Commission remarks quite properly that 
the voluminous record discloses the methods a sovereign 
government will use to avoid responsibility assumed under 
a treaty of peace for its acts committed on the soil of a 
friendly nation during time of war. 


Tue Drier CLAIM 


Another case before the Commission for many years, 
the claim of Katherine McNider Drier, demonstrates like- 
wise the bad faith shown by the German Government. Valu- 
able property of this claimant in Germany, real and per- 
sonal, had been confiscated by the German Government 
after the war had actually ended. Two partial awards hav- . 
ing been entered for the claimant by the Commission, the 
claimant filed a petition for a further award. ‘Thereupon, 
the German Agent reached an agreement with the Ameri- 
can Agent, in February, 1938, under which settlement the 
German Agent agreed not to oppose a further and addi- 
tional award in the amount of $160,000, with interest. The 
American Agent was advised by the German Agent that 
such amount had been approved by the German Foreign 
Office. Nevertheless, the German Agent failed to con- 
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sumiaate the settlement to which he had agreed with the 
approval of his Foreign Office. - 

During 1986, the Department of State received, through 
the Attache of the American Embassy in Berlin, an in- 
vitation from Goering, who was angling for a new trade 
treaty with the United States, asking that representatives 
of our Government be sent to Germany to discuss a gen- 
eral settlement of war claims, particularly the sabotage 
claims. Our State Department insisted that the Drier claim 
be included in such settlement. The American Agent be- 
fore the Commission and his counsel proceeded thereupon 
to Bremen, where they were met by a representative from 
the German Government who accompanied them to Munich. 
After several informal conferences, there was delivered to 
the American Agent on July 6, 1936, a formal offer of 
settlement, signed by one Captain von Pfeffer, “Ehren- 
Obergruppenfuehrer,” and closing with “Heil Hitler.” This 
offer covered a settlement of the sabotage claims and in- 
cluded also a repeated settlement of the Drier claim, under 
which an award was to be entered by the Commission for 
Mrs, Drier on the basis previously reached. between the two 
Agents in February 1933. The American Agent addressed 
on the same day a letter to the German representative ad- 
vising him that the proposed settlement was thereby accepted 
on behalf of his Government. On July 10, 1986, a formal 
meeting of the representatives of the two Governments was 
held at which time they formally ratified and approved the 
exchange of notes as constituting official action by the 
respective Governments in regard to the matters mentioned 
in the notes, and as constituting in their entirety an agreed 
statement for the disposition of those matters by the Mixed 
Claims Commission. 

When the American Agent, upon his return to the 
United States, endeavored to have awards entered by the 
Commission to consummate the settlement, the German 
Agent declined to join with the American Agent in sign- 
ing the necessary papers, and the German Government 
declined to carry out the compromise settlement. As the 
Commission could not act without the signing of the neces- 
sary papers by the German Agent, the whole settlement 
proved abortive. As the Commission could not, under the 
circumstances for technical reasons entertain the claim of 


THE BANKERS MAGAZINE for June, 198 





Mrs. Drier for .an additional award, Congress, after ex- 
tended hearings before the Senate Foreign Relations Com- 
mittee and the House Committee on War Claims, enacted 
a special law (54 Stat. 1841) authorizing the Secretary 
of the ‘Treasury to pay Mrs. Drier’s claim out of the Ger- 
man Special Deposit Account. This legislation was based 
upon the doctrine first applied in the Spanish Treaty case 
of 1819, when Spain had agreed to the cession of the Flori- 
das to the United States, but afterwards refused to do so. 
Our then Secretary of State, John Quincy Adams, de- 
clared the right of the United States to compel, with force 
if necessary, the rights once conceded in a treaty. 


ADVENT OF WoriLp War II 


Even before the last claims of American claimants of 
World War I were thus finally disposed of, though not 
fully paid, World War II broke out, and only two years 
later, the United States found itself again at war. The 
Trading with the Enemy Act is still on our statute books 
and is the law of the land, including the powers bestowed 


under it upon our Government to seize enemy property. 
Our approach to dealing with enemy property in World 
War II was initially a different one. This was based upon 
the fact that even before we were directly attacked by the 
enemy, the consequences of the German invasions of neigh- 
boring countries were causing active repercussions upon our 
whole economic structure. Having invaded one country 
after another, the Germans did not hesitate to confiscate 
available property of the governments of the invaded coun- 
tries, and they even converted, in clear violation of the 
Hague conventions, property belonging to the civilian popu- 
lation whenever that could be conveniently done. With 
threats to life and liberty, directly and indirectly, indivi- 
duals were compelled to assign even their belongings in 
foreign .countries to the invader or its agents, so that it 
might be used by the Germans in furtherance of their aims. 
In order to render it impossible for the Germans thus to 
acquire control of funds or other property within the United 
States, Executive Orders were issued by the President 
freezing properties of nationals of the Axis countries and 
of nationals and governments of invaded and of certain 
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neutral countries. As the Treasury Department, which is 
in charge of the freezing operations, stated, the Foreign 
Funds Control has at its inception as its primary purpose 
the protection of the assets within the United States of in- 
vaded countries in order to prevent their falling into the 
hands of the invaders and in order to protect American 
financial institutions from possible adverse claims. As the 
international crisis deepened, the objectives were extended 
towards severance of all direct or indirect intercourse with 
the enemy, and the elimination of all financial and com- 
mercial activities engaged in by real or juridical persons 
within the United States whose influence or activity is 
deemed inimical to the security of the Western Hemisphere. 
However, the Foreign Funds Control did not undertake to 
vest any property in the United States, but limited itself 
to controlling, supervising, and, whenever deemed expedient, 
to prohibiting the transfer of alien property. 


Pouicy IN PRESENT Wark 


The right to vest enemy property in an agency of the 
United States has been reserved to the recreated office of 
the Alien Property Custodian. Contrary to the practice 
developed by the Alien Property Custodian during World 
War I, that office has taken over enemy property only to a 
limited degree. The value of the enemy property taken 
over has not yet been made public, so that no estimates can 
be made how much enemy property has been vested in the 
United States. Among other assets, the Alien Property 
Custodian has vested in himself the ownership of all patents 
belonging to German nationals. While after World War 
I the sequestrated German dye patents were sold in a much 
disputed deal for $250,000 to the Chemical Foundation, 
the Alien Property Custodian has this time chosen to grant 
licenses on all sequestrated patents, without any consider- 
ation, thus omitting to conserve such assets, or their value, 
for transfer to the German Special Deposit Account, or 
to such purposes as Congress may direct. It is likewise 
unknown how much enemy property is altogether available 
for seizure by our government. On the basis of foreign 
property reports submitted to the Treasury Department, 
total investments of enemy countries in the United States 
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amount to $464,000,000 which consist of the following (in 
million dollars) : 
Deposits 
Gold and other Stocks and Direct Other 
ear banking registered _invest- invest- 
marked assets bonds ments ments 
24 160 50 105 125 


These assets include the combined assets not only of Ger- 
many, but of all our enemies. 

The question as to what to do with the enemy property 
after the war has not yet found any forum, and no sug- 
gestions or plans have been advanced, so far as can be seen. 
The reason for this fact is twofold. The one is that, the 
Trading with the Enemy Act of 1917 still being valid law, 
it did not become necessary for Congress to enact any new 
law pertaining to the treatment of enemy property, and 
hence, no discussion of the topics connected with the enact- 
ment of such law was relevant. The other reason is that 
up to recently, victory seemed to many far away so that 
adiscussion of post-war problems appeared premature. With 
the growing success of our own and our allies’ arms, how- 
ever, a discussion of certain practical aspects of our post- 
war problems seems now timely. 

This is especially true in regard to the problem of the 
disposition of enemy property. The highly unsatisfactory 
result of the enemy property liquidation after World War 
I was not the consequence of post-war administration or 
post-war legislation. The mainspring of most of the com- 
plications was the fact that the question of how to dispose 
of the -nemy property after the war was not only com- 
pletely ineld in abeyance during the war, but was dealt with 
only in a general and inconclusive manner in the Peace 
Treaty, and continued to remain unsolved and undecided 
even after the ratification of the Treaty of Berlin. Section 
12 of the Trading with the Enemy Act provided, and still 
provides, that the Alien Property Custodian is vested in 
regard to the property held by him with all the powers of 
& common law trustee, and that after the end of the war, 
any claim of an enemy to property in the hands of the 
Alien Property Custodian shall be settled as Congress shall 
direct. Inasmuch as the Knox-Porter Resolution, incor- 
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porated in the Treaty of Berlin, provided that no enemy 
property should be returned before Germany should have 
made “suitable provision for the satisfaction of all claims” 
for damages resulting from acts of the German Government, 
a vacuum came into existence in which neither side could 
move. At the time of the enactment of the Knox-Porter 
Resolution and the conclustion of the Treaty of Berlin 
it had been widely assumed that Germany would be able 
to satisfy within a reasonable time the claims against her, and 
it was taken for granted that the temporary retaining of 
the former German property would automatically secure 
the speedy satisfaction of such claims, thus dispensing with 
the necessity of the clearing-method as applied by our Al- 
lies. As it turned out, Germany was allegedly unable, and 
certainly unwilling, to pay such claims at once, and under 
the terms of the Dawes Plan under which we were to re- 
ceive on mixed claims accounts 214 per cent of all unpreferred 
receipts from Germany available for distribution, provided 
such sum should not exceed 45,000,000 goldmarks a year, 
the payments agreed to by Germany would have taken 80 
years before payment of the claims, without interest, would 
have been completed. ‘Thus, a condition had been created 
where, without new legislation, the American creditors could 
not receive full satisfaction of their claims despite the fact 
that sufficient German property was being retained by us. 

Attempts to appropriate the enemy property for the 
payment of American claims were bitterly objected to for 
reasons of principle by some and self-interest by others, 
who constantly urged that the Alien Property Custodian’s 
holdings constituted private property of the former owners 
which could not be used, under our Constitution, to satisfy 
claims against the Government of Germany. Although 
the Supreme Court held on several occasions that this argu- 
ment was entirely wrong, and that Congress was free to 
dispose of such property in whatever manner Congress saw 
fit (United States vs. Chemica] Foundation, supra; Cum- 
mings vs. Deutsche Bank, 300 U. S. 115) it was this argu- 
ment mainly which led to the enactment of the Settlement 
of War Claims Act and to the return of 80 per cent of the 
German property to its former owners while the claims of 
American claimants remained, and still remain, partly un- 
satisfied. 
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RECOMMENDED STEPS 


It is submitted, as proposition number one, that such 
situation must not be permitted to occur again after this 
war and appropriate steps should be taken now while the war 
is still in progress and while the inherent war powers of our 
Government and of Congress may be unquestionably exer- 
cised. While the appeal to the principles of the inviola- 
bility of private property succeeded at the time, it has now 
become clear that the recapture of the former German prop- 
erty resulted less to the benefit of the former German owners 
than to the benefit of the German Government which used 
such funds, together with funds obtained in the form of 
loans.and expropriated foreign investments, to prepare for 
anew war. And furthermore, there can be no doubt that 
the apparently guaranteed certainty of salvaging investments 
and interests in the United States even in case of war, has 
alleviated the fears of German business of financial penalties 
and losses through war with the United States, and has thus 
eliminated a potent force against war which otherwise may 
have exercised its influence against the German attack upon 
the United States. . 

Our proposition number one is that the Congress should, 
without delay, amend Section 12 of the Trading with the 
Enemy Act, with the view of decreeing that the Alien Prop- 
erty Custodian shall pay all enemy funds held by him into 
a Special Deposit Account with the Treasury Department, 
or hold property other than money as agent for such Special 
Deposit Account, title to which money and to which prop- 
erty shall vest forthwith in the United States to the exclu- 
sion at all times of the former owners, and such money 
and property used for the payment of war claims as Con- 
gress shall direct. ‘The enactment of such amendment will 
prohibit a repetition of the occurrences after the last war 
when former enemies succeeded with their appeals to prin- 
ciples of our traditional policy in depriving American credit- 
ors of their just claims against property. In addition to 
the proposed change of the Trading with the Enemy Act, 
the Alien Property Custodian should be directed to vest 
in himself all enemy property subject to the provisions of 
the act, including those funds which are at present only 
frozen by Presidential Order. Excluded from such vesting 
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of course, should be funds of invaded countries and their 
nationals, funds belonging to enemies who are bona fide 
residents of the United States, and also of persons of enemy 
nationality residing outside of Germany if such persons have 
left Germany on account of opposition to or persecution 
by the Nazi regime. 


GERMANY Must REtmBurRsE ForMER OWNERS 


Our second suggestion is that under the terms of any 
peace treaty, Germany be compelled to reimburse the for- 
mer owners of such property in Germany at its value in Ger- 
man currency, such payments to be made before a relaxa- 
tion of any occupational or other military measures against 
Germany can be maintained. It has been a recognized 
principle of our public policy to avoid, so far as possible, the 
confiscation of private property even in times of war, and 
it was this principle which was most relied upon, after the 
last war, by the advocates of a full restitution of seized 
enemy property. While the Supreme Court has since early 
times held that our Government has the unlimited power 
to confiscate private enemy property in time of war, it jis 
highly desirable to avoid such confiscation wherever pos- 
sible. However, it should be clearly understood that no con- 
fiscation is involved if the former owner receives full com- 
pensation, so to speak, in the coin of the realm where the 
property was owned. So far as the former owner is con- 
cerned, it is of no difference to him whether such restitution 
is made by the State which seized his property, or by an- 
other State which is compelled to make such restitution by 
another nation. If A owes his doctor ten dollars for medi- 
cal services, it is of no concern to the doctor whether A sends 
him the ten dollars or whether a third person who is under 
an obligation to pay money to A, sends the doctor the ten 
dollar for A’s account. Thus, if the former owners of 
German property located in the United States receive full 
compensation for their property by the German Govern- 
ment, no confiscation takes place. The German Govern- 
ment will have to make such payments as partial payments 
on account of its liability for the war and its costs, such 
reparation being only just and appropriate. 

There was a provision in the Treaty of Versailles under 
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which Germany had taken upon herself the obligation of 
indemnifying her nationals for properties sequestrated by 
the Allied and Associated Powers. Germany did indemni- 
fy such owners whose property was sequestrated by our 
allies, although, due to the German infiation which reduced 
to the vanishing point all claims against the Reich, the pay- 
ments did not represent the full value of the properties. 
However, no payments of any kind were made by Germany 
to the former owners of property in the United States. 
The theory of the German Government was, that, inasmuch 
as the German property in the United States had not been 
sequestrated but was only temporarily retained by the Alien 
Property Custodian as trustee for the former owners, no 
indemnity was due to such owners under the Versailles 
Treaty. We could not well undertake to request Germany 
to make such compensations as long as we ourselves de- 
clared that we solely retained the property without allocat- 
ing it to any other purpose. “When, at the time of the de- 
liberations of the Settlement of War Claims Act, ten years 
after the end of the war, we were faced with the choice of 
appropriating such property for the payment of the Ameri- 
can claims, the then Under Secretary of the Treasury, Mr. 
Garrard B. Winston, felt compelled to point out to the 
House Ways and Means Committee that, while Germany 
had agreed to make good to her citizens for the property 
we might take away from them, we knew then as a practical 
fact that the owners would never get full payment. “If,” 
stated the Undersecretary, “Germany was going to pay to 
her nationals full value of the property there would be no 
reason for returning the alien property; but she is not going 
to do that; that is the difficulty.” And to Vice President 
Garner’s question, then a member of the House: “Now, is it 
confiscation of property for us to carry out the provision 
of a treaty where the German Goverment itself obligates 
itself to repay its citizens on account of our taking this prop- 
erty” ?, the Undersecretary answered: “If you take the prop- 
erty of an individuai citizen to pay the debt of his govern- 
ment, and his government reimburses him for the property 
taken, there is no inequity.” At that late date, there prob- 
ably was no possibility of our compelling Germany to make 
such indemnity to her subjects. The time to impose such 
unqualified condition is before the signature of a peace 
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treaty. ‘The time to enforce it is before the relaxation of | 
any military measures. 


ABILITY TO Pay 


Germany would have no standing should she claim to 
be financially unable to make such restitutions to her na- 
tionals in German currency within Germany. It is true 
that after the last war, Germany was unable to make the 
payments provided in the Versailles Treaty, and she even 
became unable to fulfill the reduced obligations of the Dawes 
Plan. The difficulty, however, did not consist in raising 
the necessary amounts in Germany, but transferring them 
in foreign exchange to the creditor countries. Undersec- 
retary Winston was quite correct when he stated to the 
House Ways and Means Committee: “The difficulty in the 
Dawes Plan is in the transfer and not in the payment by 
Germany to the transfer agent. ‘There is every reasonable — 
assurance that the marks would be paid to the transfer agent 
and be available to pay in Germany to Germans in marks, 
although they might not be available to the United States 
in dollars.” The same situation is likely to confront us 
again. We received under the Dawes Plan, as _ stated 
above, only 214 per cent of all unpreferred receipts from 
Germany available for distribution under the acute German 
shortage of foreign exchange, thus sharing proportionately 
every dollar available with our allies. Our allies, however, 
had secured to themselves additional assets by retaining the 
entire German property in their hands, whereas we returned 
the larger part of the German holdings unconditionally to 
Germany, retaining only 20 per cent thereof. Hence, if 
this time, we succeed in compelling Germany to make resti- 
tution to her nationals who were the former owners of such 
property, we definitely and clearly avoid confiscation, but 
shall nevertheless be able to use all available German prop- 
erty in our hands for satisfying American claims. 


Start AN INVENTORY 


Our third suggestion is to start at once with the prepara- 
tion of an inventory of all the property seized, and of its for- 
mer owners, simultaneously estimating the present value of 
such property, and furthermore, to begin forthwith listing 
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of American claims against Germany. After the last war, 
it took nearly four years from the time of the end of hostili- 
ties even to set up machinery for adjudicating claims against 
Germany. This not only meant a considerable complica- 
tion of the juridical work, but the further delay added greatly 
to the amounts to be paid because of interest accrued which 
had to be added to the lost capital. Inasmuch as, under 
our suggestion number two, Germany would have to reim- 
burse the former property owners before the relaxation of 
any military measures taken against her, we should also 
have ready for presentation to her a docket containing the 
names of the former German owners of American assets 
and now sequestrated, and the estimated value thereof. As 
the value of such property may be open to dispute between 
the former owners and the German Government, and inas- 
much as the former German owners may find themselves 
unable to receive full justice if they have to settle such dis- 
putes with their government before the courts of Germany, 
and as it would furthermore be difficult for German courts 
to evaluate correctly property in the United States, a pro- 
vision should be made permitting either the former German 
owners, or the German Government, to have such disputes 
decided by the appropriate United States Federal court 
in the district where the property had been situated prior to 
its sequestration. ‘This would mean a guaranty of a fair 
trial and of an impartial decision which the owners could 
not expect in German courts against the German Govern- 
ment. As in some cases a final decision may not be avail- 
able for a considerable time, the German Governinent should 
be required, in such instances, to deposit security in the form 
of German currency in the amount of the estimated value 
of the property at the time proceedings are started, if either 
the former German owner, or the German Government, 
decides to seek the decision of an American court in regard 
to the value of the property. In order to render it possible 
to estimate the approximate total of the American claims 
immediately at the time of the end of hostilities, we should 
further begin forthwith to list American claims’ insofar as 
they are at present ascertainable. This would considerably 
improve our technical position in all ensuing negotiations. 
One of our allies, Russia, has already started the necessary 
preparations, and a commission has been formed in Russia 
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to ascertain all damages suffered through German acts of 
war. 


After the last war, American claimants were divided 
into four main groups, namely: 


1. Those who had suffered personal injuries. 
Those whose property had been damaged by military acts of 
Germany. : 
Insurance companies which had to make good for losses of cargo 
amu’ ‘hulls suffered by their insured on the high seas. 
Those to had suffered damages in consequence of exceptional 
wie ~vasures applied to American property in Germany. 


According to the estimate, made by the late Robert 
W. Bonynge, the American agent before the Mixed Claims 
Commission, awards entered by the Mixed Claims Com- 
mission up to April 1926 could be classified as fo!ows: 


Death and personal injury $ 8,850,000 
Hull and cargo losses 
by private owners 
by U. S. Government 
Property seized, damaged, requisitioned or sequestrated by 
the German Government in Germany or occupied coun- 
24,750,000 
Bank deposits 5,250,000 
1,750,000 


$134,084,000 


Approximately the same categories of claims will again 
come into existence although the approximate amounts 
cannot even be guessed at this time. There is, however, one 
additional category of claims, namely the claims of such 
former German subjects, now residents of the United 
States, and either American citizens or bona fide holders 
of preliminary citizenship papers who have been deprived 
of their belongings by lawless and confiscatory measures of 
the Nazi Government and party, in a manner as ruthless 
and cruel as any war measures taken in modern or ancient 
times. While many of these expropriations took place be- 
fore the formal outbreak of war, they were in fact acts of 
destruction and annihilation of an undeclared war yield- 
ing in nothing in respect to heinousness and moral perfidy 
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to the most cruel warfares against civilian populations of 
enemy countries. Unless the owners of these claims are 
permitted to share in the proceeds of the sequestrated Ger- 
man property, they have not the slightest expectation of 
ever recovering anything. Moral principles of international 
justice make it mandatory that these claimants should re- 
ceive a partial, pro rata satisfaction of their claims, as other- 
wise Germany would in effect be permitted to retain the 
fruits of her predatory actions, a fact which may be later 
looked upon by other natiows as a precedent, just as the fact 
that Japan was permitted to retain Manchuria, which it 
acquired by a similar predatory action, was the first step 
in the general direction which finally led to the outbreak 
of the present war. 

There are, in addition, those holders of awards from 
the Mixed Claims Commission who have not yet received 
full payment of their awards. They too are entitled to 
recognition. 


Usr oF FEDERAL JUDICIARY 


Our fourth, and final, suggestion is that the adjudica- 
tion of war claims against Germany should not be entrusted 
again to a tribunal on which Germany nominates a member, 
but instead to the Federal judiciary before whom Germany 
would appear only as a party, without being also judge over 
claims against herself. After the last war, the United 
States and Germany created a Mixed Claims Commission 
which was composed of one American and one German Com- 
missioner and an Umpire to be agreed upon by the two Gov- 
ernments. While the Umpires were all Americans, the 
fact that one of the Commissioners was a German gave Ger- 
many naturally considerable influence upon the decisions 
of the Commission. This was well recognized and appre- 
ciated by Germany which rewarded her first Commissioner, 
a young private lawyer, after his retirement from the Com- 
mission with the presidency of the Hanseatic Court of Ap- 
peals, one of the highest judicial honors in Germany. While 
no reproach is to be made against the German Commission- 
ers as individuals, the Nazi Government gravely misused its 
power over its Commissioners when it withdrew the Com- 
missioner without appointing a new one, in an attempt to 
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obstruct justice, as set forth above in more detail. While — 

the resourceful and alert Umpire was able to thwart such 
plan, the Nazi scheme might have succeeded if it had been 
attempted only a few weeks earlier before the members of 
the Comy had begun their deliberations on the respec- 
SKS. Byt-ereq thus, efforts continued to frustrate 
imc! the Commission. Two private 

& started soon after the Com- 

final decision in favor of the 

against the Secretary of 

# Treasury to enjoin them 

awards granted ge the Com- 


unanimous Suprenitt oer aphela the decision. 

Such being the record, it would seem that Germany, 
while she must receive full justice, shall not again have a 
chance to repeat a performance capable of discrediting the 
high ideals of international arbitration. In his last report, 
the American Agent quite appropriately states his belief 
that this was the first occasion on which a decision had been 
rendered by. an international tribunal against a government 
party to the arbitration, based on findings that such gov- 
ernment had introduced false and fraudulent evidence and, 
he might have added, attempted to immobilize the tribunal 
when the fraud was being discovered. The recurrence of 
such attempt must be made impossible under all circum- 
stances. 

If the creation of another Mixed Commission appears 
thus inadvisable, jurisdiction to hear and decide the claims 
should. be conferred upon the Federal judiciary. The Chief 
Justice of the United States should be entrusted with the 
power to designate a United States District Court with © 
authority to hear, without juries, all such claims, in order to 
expedite and unify the procedure. The Chief Justice should 
be furthermore authorized to designate five Federal jurists, 
all to be attached to such District Court, who should ex- 
clusively hear such cases, and should be free, during that 
time, from all other duties. To each of the five jurists, the 
hearing of one of the five categories of claims should be as- 
signed, so that one of the judges would hear personal in- 
jury claims, another claims for property damage by 
tary acts of Germany, another claims of insurance coli- 
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panies, another claims for damages done to American prop- 
erty in Germany through exceptional war measures, and 
still another claims for damage to property by confisca- 
tion or expropriation by Germany of former German sub- 

jects now residing in the United States. If one of the 
judges is, on a question of law, about to reach a decision 
which wold be in conflict with a general principle adhered 
to by one‘of the other judges in a prior decision, then, and in 
such case, the five judges should convene as a special statu- 
tory court and submit the general question of law involved 
to the full court, and the decision then reached by a majority 
of the five judges, and the principles underlying such de- 
cision, should be binding upon the individual judges for their 
future decisions, unless the full court, or the Supreme Court 
as the only court of appeals, should deem it appropriate to 
change or overrule such principle. Such process and con- 
stitution of the court would considerably expedite its pro- 
cedure and, while leaving sufficient discretion to each indivi- 
dual judge, would yet guarantee a unity and conformity in 
principle, and an organic development of the principles to 
be applied to the solution of all basic and incidental prob- 
lems, and as well eliminate dilatory appeals. 

In order to make the procedure before the five judges 
more speedy and flexible than it was before the Mixed 
Claims Commission, the parties should be permitted to have 
their claims presented to the court by their own attorneys, 
without the necessity of having the claim presented by a 
Government Agent, a procedure which was necessary and 
appropriate before an international tribunal as the Mixed 
Claims Commission was. However, the co-operation of a 
government representative, similar to the designation of the 
American Agent before the Mixed Claims Commission, ap- 
pears indispensable. Such Agent, possibly a Special As- 
sistant Attorney General, or one of his deputies, should be 
present at all hearings, and the documents concerning the 
respective claims should be presented to him before any 
hearing, so that he may adequately represent the interests 
of the Government in the proper, just and equitable ad- 
Judication of all claims. His powers should combine the 
functions of a Solicitor General of the United States and 
that of amicus curiae. 
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It is believed that our above suggestions utilize the ex- — 
perience gained from the problem of enemy property in 
and after World War I, and meet the demands for a just, 
adequate and fair solution of that newly recreated prob- 
lem. Although still in the heat of the fight, the American 
public, in discussing appropriate steps to be taken after full 
victory shall have been gained, will not and does not think 
in terms of hate or vengeance. The time is now to take ap- 
propriate steps to render impossible the recurrence of events 
which have just ended and which turned the protection of 
private enemy property from the devastations of war into 
American losses. 


OLDSTERS AND THE WAR 


From a selfish viewpoint, we oldsters should be pleased with the ultimate 
outcome of the War: it is right down our alley. First, we can get back 
in harness and do things, replacing men who are winning the war. 
Second: restrictions, regulations, sacrifices, will not harm, because we've 
been raised on doing-without, drouths and short crops. Third, when this 
lower standard of living comes—and everyone from the President on down 
says it must come—we will be in our element: it will take us back to the 
“good old days,” and we'll dust off the old motto: “A kerosene lamp on 
every study table; a tin bath tub in every kitchen.” 
—By Phil, Texas Bankers Record. 
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Danger — Savings Bonds and Idle 
Cash—- Detour— Forced Savings 


By HeErBert SPERO 


Department of Economics, School of Business and Civic 
Administration, The City College of New York 


NFLATION is a danger to-day and will continue as 
an even greater threat during the early post-war period. 
Higher taxes and new methods of collection offer only 

a partial solution. Certain other governmental policies 
must be changed if control is to be effective. 


PROBLEMS 


For one thing—believe it or not—War Savings Bonds 
now being absorbed by individuals will probably add to the 
inflationary danger in the post-war period. These bonds 
are redeemable in cash at the option of the investor and 
represent a source of tremendous purchasing power for 
future use. ‘That the public is already utilizing this privi- 
lege of redemption is evident from Treasury Department 
statistics. 

After the pressure of the war is passed, redemptions 
may be expected to rise considerably. In addition to this 
potential source of buying power may be added the large 
cash balances presently piling up among consumers through- 
out the nation. Ammunition for inflation is plentiful. 


INCREASE IN CasH HoLpINGs 


The American people added $4,800,000,000 to their cash 
holdings and bank accounts in the first quarter of this year. 
During the same three month period of 1942, the increase 
was only $500,000,000. And this in spite of the fact that 
income taxes in 1943 have been much heavier than in 1942. 

Yet at the same time that individual investors have 

en enjoying such dollar prosperity, they have purchased 
only $2,600,000,000 of United States Government Bonds 
—or a mere half of their cash savings. Obviously, rather 
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than buy bonds to their fullest capacity, there has existed a 
preferance for cash. There isn’t the widespread support 
of the Government’s bond selling campaign that the Treas- 
ury would like to see. 

Of course, a good part of the money saved will undoubt- 
edly be kept for future emergencies, and for anticipated 
heavy tax payments. But a considerable amount is only 
temporarily idle money that will in the not too distant fu- 
ture be spent for consumers goods. 

This idle money is dangerous in a war economy devoted 
to the production of guns, tanks, planes, and other mili- 
tary equipment. Industrial conversion to war means that 
consumer goods are no longer rolling off assembly lines. A 
modern, well equipped army travels on its stomach and on 
wheels; so the quartermaster corps must store up food and 
material and thus further reduce civilian supplies. 

In our present scarcity economy we find a puiblic earning 
more money and saving more money than ever before. And 
these savings are dangerous. A good part of them will be 
used in the depleted consumer market and force up prices. 

The accumulation of cash and bank deposits is not pe- 
culiar to 1943. In the preceding year currency, and bank 
deposits increased by $11,000,000,000 or nearly twice 1941 
expansion. And all this occurred at the very time that the 
American people were purchasing more than $10,000,000,- 
000 of Government bonds, building up their insurance and 

nsion reserves by nearly $5,000,000,000 and paying off 
$2, 800,000,000 of consumer debt. 


WERE THE War LOAN DrIvEs SuccEssFUL? 


In view of this continuous accumulation of funds, pub- 
lic response to the War Loans has been disappointing. It 
is true that the Government asked for $13,000,000,000 in 
the Second War Loan Drive and obtained over $18,000,- 
000,000; the goal was exceeded by more than $5,000,000,- 
000. On the surface this appears to be a very satisfactory - 
response. 

But success of the recent War Loan must not be judged 
by the total amount of money the Treasury has been able 
to put its hitfids ot. It must also be judged by the extent te 
which it has touched the individual investor. After all if 
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the average citizen is accumulating a big bank roll at the 
very time that the goods he buys are becoming ever scarcer, 
the Government must devise ways and means to temporarily 
take his purchasing power away from him. Otherwise his 
bloated bank account is apt to cause a price explosion. 

Examined from this angle, the Second War Loan was 
not a huge success. Among the non-banking investors, 
individuals, partnerships, and personal trust accounts took 
a mere $8,290,000,000. Only $1,473,000,000 represented 
sales of Series E Bonds intended primarily for the invest- 
ment of small or moderate individual savings. This sum 
is but a small portion of the huge amounts saved out of 
wages and salaries. There still remained after the sale a 
large backlog of buying power with all its inflationary im- 
plications. 

The First War Loan in December, 1942, also failed 
to tap adequately the savings of the average person. Even 
fewer Series E Bonds were sold during this campaign— 
some $230,000,000 less than the mark reached during the 
April financing. How unsatisfactory the campaign was in 
reaching individuals is emphasized by the fact that the total 
number of subscribers of all classes was only about 340,000 
in a nation of over 130,000,000. Since the Second War 
Loan yielded more money, it reached more people. But 
not enough more to fight the inflationary danger. 


ADMINISTRATION OVEROPTIMISTIC 


With these considerations in mind it is hard to under- 
stand why the President stated that heavy over-subscription 
to the $138,000,000,000 April War Loan made compulsory 
savings less likely. Nor why Secretary Morgenthau argued 
that the over-subscription “is evidence that the American 
people are not going ‘to sit back and wait for any forced 
savings plan in order to finance this most expensive war in 

all history.” Or why he said, “I believe that they will go 
the very limit of their capacity if only they understand the 
urgency of the situation.” 

‘These statements reveal official lack of understanding 
of the twofold objective of a war bond drive: obtaining the 
hecessary funds, and getting these funds from so broad a 
cross section of the American community as to keep purchas- 
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ing power within the bounds of the available supply of © 
goods. The views of the President and the Se¢retary of 
the Treasury overlook the latter objective. Their unwar- 
ranted optimism lulls the country into a frame of mind 
which is not conducive to effective price control. On the 
other hand, Chairman Eccles of the Board of Governors 
of the Federal Reserve System, has shown a deeper under- 
standing of the problem of Federal finance during a war 
period. He has urged that stronger measures be taken 
to insure widespread community participation in the pur- 
chase of bonds. 


Forcep SAvinGs VITAL 


-How are we to get this participation? A forced say- 
ings plan is the only answer. 

Of course, the public will never respord enthusiastically 
to this idea. In a free society individuals like to feel that 
they are the sole rulers of their actions. If they have built 
up large bank balances and are employed, they are likely to 
spend freely and so force up prices. Accordingly, it is 
the Government’s function in a war economy, if it cannot 
convince the general consumer to put his funds into Gov- 
ernment bonds voluntarily and so eliminate the inflationary 
gap, to take steps to “lock up” excess moneys. 

A forced savings plan however must not be drawn hap- 
hazardly. ‘To be more specific, it must not repeat the blun- 
der of optional redemption made available by the Savings 
Bond Issues. 


{ 


Savincs Bonp REDEMPTION TERMS 


The Series E, F, and G War Savings Bonds gave buyers 
the right of redemption shortly after purchase and long 
before maturity. The Series E Bond, directed at small 
savers, is payable at the option of the owner sixty days 
from the date of issue. Series F and G Bonds, held by 
larger investors, are redeemable six months after purchase. 
And these rights have been taken advantage of to no small 
extent by subscribers. 

The following table indicates the volume of dollar sales 
of Savings Bonds and the imposing amount of redemptions — 
for recent dates during the fiscal year 1943: 
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Unitep States SAvines BonpDs 

Total Percent- 

Total redemp- age re- 

Period Sales tions deemed 

July 1, 1942—Feb. 1, 1943 $6,858,322,191 $296,790,842 4.7 » 

July 1, 1942—March 1, 1943  7,259,659,027 875,027,561 5.2 
July 1, 1942—April 1, 1948 _—8,208,496,099 508,860,827 6.1 
July 1, 1942—May 1, 1943 9,785,256,424 606,946,649 6.2 
July 1, 1942—May 81, 1948 11,026,872,121 707,177,290 6.4 

Source: Daily Statements of the United States Treasury 


While sales have run into the billions of dollars and have 
far exceeded the redemptions, nevertheless redemptions have 
been constantly on the rise. While they made up only 4.7 
per cent of sales on February 1, 1943, they mounted to 
6.4 per cent by May 31st. All this, mind you, at a time 
when patriotism has been at its height and persistent ap- 
peals were being made for widespread public subscription. 

These redemptions have increased the supply of dollars 
in circulation and have aggravated the problem of price 
control. What will the situation be when the war has 
ended and the public goes back to thinking almost exclu- 
sively of its own personal wants—remembering that it has 
stored up a tremendous backlog of buying power in bonds 
which are cashable at will? 

When the public exercises its rights, and it surely will, 
the Government will have to rely on the commercial bank- 
ing system to refinance the baby bonds. As a result the 
Treasury will really have financed the war through bank 
credit rather than savings. ‘The upswing in prices which 
has been fought off to some extent during the conflict will 
then materialize and wreak its havoc in the immediate post- 
war period. hace 

Furthermore industry will not immediately be prepared 
to turn out cousumers goods and services in the quantities 
which the public will be demanding following the. famine 
it will have endured during the war years. The consequent 

7 clash between the supply of available purchasing power and 
} the inadequate quantity of consumer goods is definitely 
pointing to a post-war inflation. 
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A CoursE oF ACTION 


The pressure of Savings Bond redemptions and the huge 
cash holdings of the public clearly sets the course of action 
which must be followed if price controls are to be effective. 
The privilege of redemption before maturity must be 
stricken out of all Savings Bonds sold in the future. Other- 
wise the Government’s financial obligations will only add 
to the inflationary threat. If the public then reduces its 
bond purchases because of this change of terms and further 
hoards its cash, it will add to the already swollen flood of 
buying power. To control this menace the Government 
will have but cne solution—forced savings. Such a policy 
is already called for by the great increase in the public’s cash 
holdings. 


WHAT TO EXPECT 


You must learn to make your bed. And, you must learn to dust beneath 
it. You must learn how to wash a window, and iron a shirt, and turn 
out a meal. I am not speaking to you in parables, or riddles. I am stat- 
ing plain, hard, unvarnished truths, unpleasant as they may be to bay 
windowed business men who have come to associate callouses with golf 
clubs and to expect to tuck cares and minor irritants into a folder and 
leave them on the office desk. You might just as well face it and make 
the most of it: in the world of the post-war tomorrow you will be as 
vulnerable to house-maid’s knee as you are now to the ailments of the 
heart, stomach and liver... . 
—Richard H. Stout, President 
Morris Plan Bankers Association 
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Savings and War Finance 


By WintuHrop W. ALDRICH 


Chairman, Board of Directors, The Chase National 
Bank of the City of New York 


EW institutions in this country can boast of a record 
F as long or as distinguished as that of the mutual sav- 
ings banks.* Not only has their history paralleled 
the development of the United States, but in stimulating 
thrift and in putting to productive use the growing pool 
of depositors’ funds, their activities have contributed to 
our economic progress. As is well known, the first mutual 
savings bank was established in 1816, a year marked by 
widespread unemployment and business failures, by a con- 
tinued depreciation of bank notes in many parts of the 
United States, and by a slow return to normal economic 
relationships following the close of the Napoleonic era. It 
was by reason of these very conditions that groups of 
public spirited citizens decided that the thrifty artisan and 
worker should be provided with facilities for the care of his 
savings against periods of depression, illness, and old age. 


INDIGENOUS CHARACTER OF Mutua. SAvincs BANKS 


Although mutual savings banks originated in Europe, 
I think of these institutions as typically American. They 
are typically American because they are neighborhood in- 
stitutions, in which individual thrift is united in mutual ef- 
fort. In this respect they exemplify a philosophy of group 
co-operation which stands in marked contrast to those doc- 
trines of state paternalism which have received such sup- 
port and which have had such widespread influence in recent 
years. Had mutual savings banks not been indigenous to 
this country, they never could have attained their present 
size. Typifying the spirit of the country and founded on 
actual need, they have grown until they now hold savings 


deposits exceeding 10.5 billion dollars from over 15 million 
depositors. 


*Based on an address to the National Association of Mutual Savings Banks. 
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THEIR CONTRIBUTION TO War EFFOxTS 


One of the outstanding contributions that mutual say- 
ings banks are making in this war, and that they have made 
in every war in which this country has been engaged, has 
been to promote the sale of government obligations. _They 
have done this not only by increasing their own holdings, 
but also by encouraging their customers to buy government 
securities. For example, during the period of the Civil 
War, the sharp increase in the deposits of mutual savings 
banks was matched by a similar rise in holdings of govern- 
ment obligations. In New York State alone, deposits rose 
from 67 to 112 million dollars. Deposits increased as the 
thrifty soldier or sailor placed his bounty money with sav- 
ings banks, and as the thrifty workman made like disposi- 
tion of his excess war time earnings. Similarly, during our 
participation in the first World War, holdings of govern- 
ment obligations by mutual savings banks reflected a sub- 
stantial rise. This resulted not only from deposit increases 
but also from shifts occurring in the composition of earn- 
ing assets. 


Their record in prometing the sale of government obli- 
gations in this war represents an equally notable achieve- _ 
ment. During 1942, government securities held by mutual * 
savings banks increased by 785 million dollars. . Total hheld- 
ings rose to 4.3 billion dollars or to 37 per cent of total assets. 
Although complete data on the Second War ‘Loan Drive 

_are not as yet available, it appears from preliminary figures 
that mutual savings banks in New York State alone in- 
creased their holdings of government bonds by 545 mil- 
lion dollars. In addition to their own purchases of govern- 
ment securities, they have sold to the public nearly a bil- 
lion dollars in war savings bonds and stamps. In the sale 
of such obligations mutual savings banks have succeeded 
in reaching many persons who are not reached in the regu- 
lar campaigns. 


At the present time, they not only invest the bulk of 
their new deposits in government obligations, but they 
similarly reinvest the inflow of funds resulting from reduc- 
tions in real estate mortgage loans and in holdings of other 
securities. Whether their depositors place their savings 
with them, or place them directly in government obliga- 
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tions, the result from the point of view of the government 
is the same. ‘The public debt has been purchased with the 
savings of the community. 


EMPHASIS ON THE DoctTRINE OF THRIFT 


The success that they have achieved in the sale of govern- 
ment obligations has resulted from the fact that they have 
consistently preached the doctrine of thrift. They preached 
the doctrine of thrift in the decade of the twenties, when 
all too many were being misled by the Pied Piper of specu- 
lative profits. They preached the doctrine of thrift in the 
decade of the thirties, when many were prone to minimize 
its importance, and when the return on savings was de- 
creased to inordinately low levels by the adoption of easy 
money policies. ‘They are preaching the doctrine of thrift 
today, when thrift has once more come into its own, and 
when it is of supreme importance for the people of this 
nation to save an even larger part of their income to avoid 
the hazards of inflation. 


THE Economic FuNcTION OF THRIFT 


Thrift performs a vital function whether a nation is at 
peace or at war. In time of peace, an individual placing 
funds with a savings institution foregoes a certain amount 
of consumption that he could otherwise enjoy. This sacri- 
fice on his part releases men and materials for the construc- 
tion of dwellings, railroads, industries, and public utilities. 
The community is enriched, more goods are produced and 
brought to the markets, and the standard of living is im- 
proved. The use of savings funds in productive enterprise 
generates income for the servicing of the debt incurred by 
the borrowing industry, and hence for the payment of 
interest to the savings depositor, whose sacrifice of present 
consumption made possible the increase in productive equip- 
ment. 

This brief example serves to illustrate the vital role of 
thrift in a peace economy. My purpose in giving emphasis 
to something which seems perfectly obvious is that many 
persons in recent years have held that thrift is dangerous, 
that saving is a self-defeating process, and that economic 
progress is slowed down by over-saving. In consequence, 
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they declare that taxes should be so levied as to discourage 
saving and encourage consumption. Carried to its logical 
conclusion, his doctrine would mean the destruction of the 
patrimony of the community to which many generations of 
thrifty persons have contributed. 


In my opinion, our economy has been suffering from an 
undersupply rather than from an oversupply of savings. 
The fact that voluntary savings at the present time are not 
equal to government financing requirements is evidenced 
by the rapid growth in holdings of government securities 
on the part of commercial banks. Likewise, in the decade 
of the iwenties, voluntary savings were less than invest- 
ment demand as indicated by the sharp increase in mortgage 
loans, security loans, and in the investment holdings of com- 
mercial banks. It was this dearth in voluntary savings which 
motivated at that time the inflationary expansion in com- 
mercial bank credit. 


The history of savings institutions demonstrates that 
productive opportunities can always be found for the em- 
ployment of depositors’ savings. Such opportunities will 
exist in great abundance in the post-war period. There will 
be an intense demand for savings funds in connection with 
housing, the improvement of highways, and the reconver- 
sion of industry to peacetime production. Similarly, an in- 
tense demand will arise for the use of savings funds in re- 
construction and rehabilitation in foreign countries. So 
intense will be the overall demand for investment funds that 
a rise in the rate of interest may be necessary to induce an 
increase in the current volume of savings and to dissuade 
people from drawing upon their accumulated savings. 


Turirt InN TIME OF WaR 


In time of peace the consumption that was sacrificed by 
depositors found embodiment in productive equipment which 
augmented the flow of consumers’ goods and services. The 
increase in capital equipment represented real savings from 
the point of view of the community, and the rise which 
occurred in savings deposits was the monetary equivalent 
of the increase in the community’s wealth. 

In time of total war, individual sacrifices, unlike those 
of peace, do not contribute to the wealth of the community. 
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They find embodiment in weapons of destruction. The 
flow of consumers’ goods declines, the nation’s productive 
equipment is either diverted to wartime use or deteriorates. 
In consequence, the increase in debt does not provide the 
means for its own reduction. Qn the contrary, the rising 
service costs for interest and amortization constitute a charge 
against later productive effort. 

Although thrift, in time of war, unjortunately is not 
matched by an increase in the wealth of the community, 
it does make a significant, towfold contribution to the war 
effort. In the first place, by reducing the civilian consump- 
tion of goods, it releases facilities for war production; and, 
in the second place, it holds inflationary developments in 
check. ‘Civilian consumption must be reduced on a huge 
scale; otherwise labor, goods, and productive equipment will 
not be released for the production of war material. The 
military strength of a nation is in large measure dependent 
upon its ability to transport, feed, and provide equipment 
for its military forces. At the beginning of a conflict, an 
expansion in production can usually be brought about by 
a fuller utilization of available facilities, by expanding em- 


ployment for those not gainfully employed, and by bolster- 
ing the efficiency of all productive facilities. ‘The demands 
of modern warfare, however, are such that all productive 
equipment and available manpower are soon fully em- 
ployed, and a further expansion in war production becomes _ 
increasingly dependent upon a reduction in civilian con- 
sumption, - 


The demands of modern warfare are so all-inclusive 
that in many cases materials cannot be spared for the main- 
tenance of productive equipment. This means that capi- 
tal goods are actually consumed in the process of production 
and the real savings of the past are depleted. The farmer 
may be unable to maintain the fertility of his soil, and the 
dairyman, his herd. ‘The factory and the railroad may not 
be able to maintain equipment in first-class condition, and 
educational and cultural institutions may suffer declines in 
effectiveness. In any line of endeavor it is easy to let capi- 
tal “run out” and difficult to build it up again in the post- 
war period. 
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THE ELEMENT OF CoMPULSION IN Wark THRIFT 


In time of peace, thrift is mainly the result of voluntary, 
action. The individual has considerable freedom of choice 
in deciding how much he will spend, and how much he will 
save. In time of war, the individual’s freedom of choice must 
necessarily be restricted. This does not mean that the in- 
dividual has no freedom of choice, for he may and should 
reduce consumption in order to buy war bonds. Voluntary 
reductions in consumption, however, must be supplemented 
by forced reductions resulting from increased taxes and ra- 
tioning controls. Rising prices may have a similar effect in 
reducing consumption on the part of those whose incomes 
have not kept pace with increascs in living costs. The ex- 
tent to which consumption can be reduced in time of war 
is not a matter which can be dealt with in physical terms 
alone. The morale of the people, their unity of purpose, 
the extent of their devotion to the common objective, as well 
as habits and customs, are all of great importance. 

At the time that civilian consumption is being reduced 
to meet military needs, an increase occurs in per capita in- 
come by reason of greater employment, higher wage rates 
and the payment for overtime work. This makes for a 
large supply of unspendable funds in the hands of indivi- 
duals. Some part of these funds may be placed with mu- 
tual savings banks, or may be used to pay insurance pre- 
miums, or may be invested in war bonds. The balance of 
excess war income may be used to repay debt, or may be 
held in the form of currency hoards or chang balances 
with commercial banks. 


PsycHOLoGYy OF SAVINGS 


-To the extent that excess war income is held in the form 
of currency hoards and commercial bank deposits, a real 
inflationary danger is created for the community. Indi- 
viduals do not plan to hold their hoarded currency or idle 
bank balances inactive for any considerable period of time. 
They do not look upon them in the same light as a savings 
bank customer looks upon his savings account. 

I emphasize this difference in psychological attitudes 
because certain statistics released by the government classi- 
fy an increase in individual holdings as savings, irrespective 
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of the intent of the owner. For example, according to the 
Department of Commerce, net “savings” ‘of individuals in 
1942 approximated 27 billion dollars. This figure was ob- 
tained by deducting from total income payments of 116 
billion dollars, consumer expenditures of 82 billion dollars, 
and personal tax and non-tax payments to federal, state, 
and local governments of 6.6 billion dollars. 

Estimates of the Securities and Exchange Commission 
placed the “liquid savings” of individuals in 1942 at 29 bil- 
lion dollars, a figure fairly close to that of the Department 
of Commerce. This amount was made up of many con- 
glomerate elements which have their own peculiar charac- 
teristics, and which react differently upon the economy. 
First of all, there was'an item of 2.4 billion dollars represént- 
ing the reduction of debt. Both from-the point of view of 
the individual, and from the point of view of the whole 
economy, the reduction of individual indebtedness, result- 
ing largely from restrictions on consumer credit, represented 
a very desirable development. ‘This use of excess purchas- 
ing power not only improved the financial position of the 
individual, but also acted as a counter-inflationary force. 

A second item, payments on account of public and pri- 
vate insurance and pension reserves, came to 4.8 billion dol- 
lars. These payments originated largely in individual 
thrift and contributed to the war effort by being invested 
in government obligations. 

A further item of 10.38 billion dollars was represented by 
purchases of government securities on the part of indi- 
viduals. This, too, constituted a desirable development, 
although the amount must be increased if inflationary forces 
are to be held in check. 

Aside from a small investment in private securities, the 
remaining portion of the increase in so-called ‘liquid sav- 
ings” was made up of an item of 11.8 billion dollars, the 
largest of all, representing individual holdings of currency 
and deposits. The bulk of the amount consisted of demand 
deposits with commercial banks, which had not resulted from 
voluntary thrift, but which, on the contrary, had their origin 
in the inflation of dollar incomes, resulting in large measure 
from bank credit expansion. 

When the government finances its deficit in part through 
the commercial] banking system, a rise in deposits results, 
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and individuals may be expected to acquire their normal — 
proportion. If the government had financed itself through 
taxation, or through the sale of securities to individuals, 
commercial bank deposits would not have increased. To. 
designate an increase in individual holdings of currency and 
checking accounts as “savings” leads to the untenable con- 
clusion that the’ greater the volume of bank credit expan- 
sion, the greater the volume of savings. 

Composed of many diverse elements, the totals on “liquid 
savings” published by the government have little meaning. 
Each of the component items has different implications for 
the economy. In consequence, we should not be lulled into 
a false sense of security when we read that “liquid savings” 
have increased by some huge sum. Rather, we should be 
alarmed at the large amount of these “liquid savings” which 
is composed of currency and commercial] bank deposits. Both 
resulted from prior bank credit expansion and from the 
inability of individuals to spend their whole come. Both 
are highly unstable and may, if individuals become deter- 
mined to spend their funds, break through rationing and 
price controls and foster the growth of black markets. Cur- 
rency hoards and commercial bank deposits would not have 
increased if savings funds had absorbed the deficit of the 
government. 


GREATER SAVINGS PossIBLE 


The extent to which the American people could absorb 
war obligations from current income is certainly far greater 
than has been the case up to the present. Now that con- 
sumer expenditures are being restrained, the difference be- 
tween the total incomes and expenditures of individuals 
tends to increase both absolutely and relatively. This dif- 
ference is the amount that should largely be absorbed through 
taxes and the sale of government obligations. In time of 
war, it is of particular importance that this excess be ab- 
sorbed when the productive power of the people is not being 
converted into wealth producing assets and when, in conse- 
quence, increases in purchasing power have no counterpart 
in real wealth. 

That the whole community could purchase a greater 
volume of government securities does not mean that all 
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economic groups have the same capacity to save. The rise 
in income during the war has not been common to all groups. 
Some have experienced little or no increase which means 
that their economic status has been weakened by the rise 
in living costs. These include the professional classes which 
are already probably saving as much as they can, and are 
using their savings to build up their deposits with genuine 
savings institutions, to purchase life insurance, or to repay 
debt. Others, notably industrial workers and some groups 
of farmers, have experienced an increase in income far 
greater than the rise in living costs. 'To these more fortun- 
ate ones among our citizens, it is the duty of the government 
to preach unceasingly the doctine of thrift, in order that 
they may purchase government obligations with their excess 
earnings, hoarded currency, and idle bank balances. In 
preaching the doctrine of thrift, the government will emu- 
late in this respect the historic contribution of the mutual 
savings bank. 


GovERNMENT OBLIGATIONS Not To Bre ConsIDERED 
DEFERRED PurRcHASING POWER 


To the extent that individuals do buy government bonds, 
they should not be led to believe that these constitute de- 
ferred purchasing power, available for expenditures imme- 
diately following the close of hoséilities. In the aggregate, 
the securities held by individuals could not be redeemed or 
liquidated quickly, unless the commercial banking system 
were simultaneously to absorb an equivalent amount. Any 
such development would mean that individuals had ex- 
changed their government securities for currency, or for 
additional commercial bank deposits, the expenditure of 
which would tend toward a rapid rise in commodity prices. 
Except where liquidation is justified through dire necessity, 
individuals should be encouraged to retain their government 
securities until maturity. The doctraine of thrift will need 
to be preached just as vigorously in the post-war period as 
in the war period, if the nation is to be saved from the type 
of inflation experienced in 1919, with its aftermath of de- 
flation and depression. 
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CRITIQUE OF FiIscAL PROGREssS 


On the whole, the progress that has been made in this war 
in siphoning off the excess income of the community has 
been disappointing. The Treasury has failed to furnish 
Congress with well-conceived measures of taxation. The 
Treasury has improvised where constructive advice was 
needed. Congress has delayed inexcusably long in placing 
the nation’s taxes on a “‘pay-as-we-earn basis,” which is the 
only method that will effectively curtail immediately avail- 
able spending power, and that will insure the Treasury of 
the revenues it requires. 


Despite commendable efforts by the United States 
Treasury to place its securities with individual purchasers 
and despite substantial progress achieved in the Second 
War Loan Drive, the volume of obligations purchased by 
individuals, either out of current income or disposal funds, 
has. not reached satisfactory levels. The failure of indivi 
dual purchases to reach such levels forced the commercial 
banking system through 1942 to absorb 28 billion dollars 
of government securities, an amount which represented 
about 48 per cent of the increase in the total Federal debt. 
Reliance on the commercial banking system has caused bank 
deposits to soar, has aggravated the problem of price control, 
and has greatly intensified the difficulty of returning to nor- 
mal economic relationships at the close of the war. 

_. Our own fiscal record suffers badly in comparison with 
that of the British and Canadians. A little less than a 
month ago, Sir Kingsley Wood, British Chancellor of the 
Exchequer, introduced a budget that has aptly been de- 
scribed as “record-breaking.” In his address before the 
House of Commons, he declared that Britain “was proud 
and privileged to throw in everything she can into the com- _ 
mon effort,’ and that proposed expenditures would be 
covered to the extent of about 56 per cent by tax revenues. 
In our own case, expenditures are being covered only to 
the extent of about 30 per cent by tax revenues. The Brit- 
ish are fortunate in possessing a true budget, in which the 
Chancellor of the Exchequer not only presents’ Parliament 
with estimates of expenditures during the forthcoming fis- 
cal year, but also with a:full and definite set of tax. propo- 
sals. Our own so-called budgetary system bears only the 
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faintest resemblance to that of the Britistk. The adoption 
of a true budgetry system is one of the main reforms needed 
to place our own financial house in order. 

The British have also done extremely well in placing 
government securities with individuals. The mobilization 
of small savings in England has been the work of the Na- 
tional Savings Committee which has sponsored the forma- 
tion of about 257 thousand savings groups with about 15 
million members, in places of employment, villages, schools, 
social organizations and the armed forces. In the organiza- 
tion of local groups, the National Savings Committee has 
had the co-operation of the Trade Union Congress. A 
very popular device to encourage people to save has been 
the inauguration of War Weapons’ Weeks, during which 
the inhabitants of a town or village co-operate in the pur- 
chase of enough government obligations to cover the cost 
of a particularly military or naval weapon. 

Canada likewise has had an exceptional record in 1 the 
amount of expenditures covered by taxation and in the 
volume of obligations sold to investors. In the fiscal year 
which ended on the 31st of March, Canada covered about 
50 per cent of its expenditures by tax revenues. Despite 
estimates of greatly increased expenditures in the forth- 
coming fiscal year, Canada expects to meet at least 45 per 
cent of the amount through taxation. In the Fourth Vic- 
tory Loan Campaign just getting under way, Canada hopes 
to raise 1.1 billion dollars, of which 500 million dollars is 
to be obtained from individuals and the balance, 600 million 
dollars, from non-commercial banking institutions. ‘The 
explanation of Canada’s exceptional achievement is to. be 
found in the foresighted efforts which have been made to 
broaden the tax base, to collect taxes currently at the source, 
and in the strenuous efforts that have been made to reach 
individual savers in the Victory Loan Campaigns. In a 
nation in which a high proportion of government expendi- 
tures is covered by taxation, it.is particularly commend- 
able that such a large amount of the public debt has been 
placed with individual subscribers. 'Fhis, has been due to 
the fact that the Victory Loan Campaigns have been organ- 


ized in such a way as to reach personally every wage earner 
in the Dominion. 
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In the United States we should strive to emulate the 
examples of England and Canada by covering a larger pro- 
portion of national expenditures by taxation and by the sale 
of bonds to the public. To the extent that we succeed, the 
Treasury will be enabled to make use of excess civilian pur- 
chasing power in the financing of its requirements and will © 
be forced to rely less upon commercial bank credit expan- 
sion. ‘To the extent that we fail, the dangers of inflation 
will be increased. 

The essence of our fiscal problem has been put very suc- 
cinctly in a recent report of the Economic Policy Commis- 
sion of the American Bankers Association, in which the 
statement is made that what we sow today we shall reap in 
the post-war period. If we are to avoid post-war inflation 
and overexpansion, if we are to avoid the impoverishment 
of the middle classes, which have contributed the bulk of 
our national savings, if we are to avoid economic debacle, we 
must take appropriate measures now. We are at a crucial 
point in the battle against inflation. We must keep down 

‘the costs of production. We must not give way to the de- 
mands of organized minority groups for increased wages 
or higher commodity prices. We must make the rationing 
system work by practicing self-denial as individuals and by 
giving support to the enforcing agencies. We must siphon 
off an increasing proportion of popular purchasing power 
by taxation and by sales of war bonds. We must unceas- 
ingly preach the old-fashioned principle of “work and save,” 
and we must practice those doctrines in every phase of our 
national life. ‘Only then will we be able “to hold the line” 
against inflation. Only then will the purchasing power of 
the savings of the community be protected. 
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Investment 


& iJ 
and Finanee 
Eprtep sy OSCAR LASDON 


RAILROAD FINANCES 


OME interesting remarks about railroad finances were 
made by Willard F.. Place, vice-president of the New 
York Central Railroad, at the annual meeting of the 

National Association of Mutual Savings Banks. 

Mr. Place noted that many railroads are having their 
capitalizations cured through the reorganization process, and 
that these reorganized carriers should accordingly be well 

‘ fortified against future financial strains. In the case of the 
so-called “borderline” companies — solvent carriers which 
have just about weathered the period of depressed rail earn- 
ings—attention was called to the fact that the current ab- 
normal level of traffic and revenues furnishes an opportunity 
for the successful accomplishment of a necessary program 
of debt reduction. 

In this connection, a number of factors were emphasized 
by Mr. Place. First, the present high level of business— 
which may continue for some time—is swelling railroad 
treasuries with large sums 9f money. Secondly, the outlay 
of funds for capital expenditures is relatively small due to 
wartime restrictions, and because railroad plant is generally 
sufficient. Also, dividend policies are likely to be con- 
servative. 

Thus, the large amounts of cash amassed will be used 
for two important purposes—to strengthen current financial 
position as insurance against the period of readjustment 
that will come, and to reduce outstanding fixed interest 
obligations in the hands of the public. 

Reorganization plans proposed by the Interstate Com- 
merce Commission, Mr. Place noted, have, on the average, 
provided for charges on debt, both fixed and contingent, not 
in excess of 10 per cent of gross revenues during years of 
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relatively low business; fixed requirements amounted to — 
about 6 per cent of such estimates. 

This pattern, according to Mr. Place, affords an indica- 
tion of the amount’ of charges which the Commission feels 
that these roads can carry and remain solvent during the 
future. 


Mr. Place then endeavored to apply this formula, in a 
general way, to solvent carriers in order to determine what ~ 
reductions may be necessary to bring their debt structures 
into line. The average gross revenues for the period 1936 
to 1939, inclusive—which included the depression year 1938, 
may be taken as representative of what-may be expected as 
a minimum average for the future. It is also reasonable 
to expect that total operating expenses, taxes and rents 
should not consume more than 90 per cent of this gross, leay- 
ing 10 per cent for the servicing of debt. Accordingly, if 
solvent carriers reduce their debt and rental obligations to a 
level where their charges are covered by this 10 per cent, 
their financial position will have improved to an extent suf- 
ficient to avoid future financial embarrassment. 


Taking New York Central as a case in point, Mr. Place 
observed that average gross revenues for the years 1936 to 
1989, inclusive, approximated $842,000,000. Following 
his previous discussion, 10 per cent of this total, or roughly 
$34,000,000, could be considered as a safe level of fixed 
charges. _ In this connection, he remarked that the outstand- 
ing obligations of the Central system now aggregate about 
$895,000,000 and that net rental and interest charges amount 
to roughly $42,000,000. In other words, to attain the de- 
sired objective, charges must be reduced in the amount of 
$8,000,000, and this would entail a debt reduction approach- 
ing $200,000,000, so that outstanding obligations would 
only total about $700,000,000. 

This debt reduction of slightly over 20 per cent, Mr. 
Place pointed out, is entirely possible particularly if the 
present level of business continues for another two or three 
years. In 1942, he stated, New York Central debt was re- 
duced by a ne: figure of $51,800,000, while at the same time 
current cash position was improved and ‘Federal taxes were 
put on a current basis through the purchase of Tax Antici- 
pation Notes. 
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Similar programs of debt reduction are also being ef- 
fected by other carriers, and the present tendency is likely 
to continue for another two or three years due to war con- 
ditions. If the current level of rail traffic does continue 
for this period, it will allow the rails an opportunity to do 
much in preparation for the return of more norma] business 
conditions. 


. 
Installment Selling for Post-War Delivery 


Installment selling for post-war delivery is opposed by 
the National Association of Manufacturers. Basis for its 
opposition to such proposals, including the Nugent plan, is 
found in the fact that this type of buying for post-war de- 
livery is in direct competition with the sale of War Bonds; 
that it would not result in increased sales after the war; 
that there would result a tendency, to stifle the development 
and sale of new products after the war; and finally, that it 
would require double selling and double expense. 

Of course, the most disturbing element is the undesirable 
competition that might develop between the Treasury’s cam- 
paign for sale of War Savings Bonds and a high-pressure 
campaign for sale of installment certificates to be delivered 
after the war. 

Another serious drawback to such installment plans, and 
one which was overlooked in the NAM statement, is that 
such a program would allow civilians a substantial prefer- 
ence over those in the armed forces of the nation. In other 
words, civilians at home might be able to reserve the first 
allotment of consumer goods to be produced after the war. 
Members of the Army and Navy, naturally, would not be 
im a position to make such provision for the satisfaction 
of their future wants. 

When the public invests in War Savings Bonds, the 
proceeds of these investments can be devoted to the pur- 
chase of goods and services after normal production is re- 
sumed. In the meantime, the investment in War Bonds is 
helping the war effort. In contrast, this is not the case 
with future delivery installment certificates. 

Then again, as a practical matter, too little thought 
has been given to the question of who is going to assume 
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the risk in case of a sharp postwar inflationary increase 
in the price level. Such a rise would increase the cost of 
goods but would require those same goods to be delivered 
at prices which did not absorb the increase in costs. 


International Currency Plans 


One of the severest criticisms of the Keynes foreign ex- 
change stabilization plan has been voiced by Benjamin M. 
Anderson, professor of economics at the University of Cali- 
fornia. According to Professor Anderson, the Keynes plan 
will transform Great Britain from an embarrassed debtor 
to a strong and aggressive creditor—and the party who foots 
the bill will be Uncie Sam. 

When war broke out, states Professor Anderson, the 
British banks held large sterling deposits. ‘These largely 
consisted of balances of various central banks in the “ster- 
ling bloc,” as well as large accumulations of “hot” inter- 
national funds which had been on deposit since 1981. And 
when non-nationals attempted to convert their balances into 
gold in 1981, Britain was forced to go off the gold standard. 
These foreign balances even increased further as gold flowed 
in from India and elsewhere as the depreciated pound was 
bought. 

A removal of exchange restrictions after the war, points 
out Professor Anderson, will naturally permit holders of 
sterling balances to dispose of them. And if this occurs, it 
is feared that sterling will break sharply to new low levels. 
The fear is that England will not have gold in quantity suf- 
ficient to protect sterling except at very low levels, and that 
she would have to seek financial aid of the United States 
or be obliged to deal with creditors whom she would be un- 
able to pay. 

Both the Keynes and Morgenthau proposals, states 
Professor Anderson, seek to obviate these difficulties by 
having an international bank assume these abnormal bal- 
ances for prolonged periods. The countries who held these 
sterling balances would receive new credits at the bank in 
“bancor” or some similar international credit unit. Such 
units might be used as liquid cash with which to make pur- 


THE BANKERS MAGAZINE for June, 198 





chases in international markets. Naturally, this program 
would relieve England of considerable pressure and would 
strengthen her financial position considerably. 

Another proposal of the Keynes plan is that all govern- 
ments unite in ‘an endeavor to prevent international capital 
transfers, making it somehow discreditable for creditors to 
shift their funds. Dr. Anderson also notes that the pro- 
posal would put us, with our gigantic holdings of gold, in a 
position where we too would condone such a policy, because 
we also hold abnormal balances. (See May issue Tue 
BaNKERS MaGazineE). 


Keynes Rebuttal 


Lord Keynes feels that his plan has been misunder- 
stood and that, in any event, its purpose is not to “exploit 
America.” Not only does he deny that no foundation ex- 
ists for such an assumption, but he emphasizes that hope for 
a permanently successful plan lies in an exactly opposite 


result. 


Reiterating the fact that this is not a philanthropic re- 
lief scheme by which rich countries come to the rescue of 
the poor, he points out that it is a highly necessary business 
mechanism which is at least as useful to the creditor as to 
the debtor. 

Principal objective of the clearing union is to provide 
that money earned by selling goods to one nation can be 
spent on purchasing the products of any other country— 
a universal currency valid for trading transactions through- 
out the world. Everything else in the plan, according to 
Lord Keynes, is ancillary to that purpose. 

Lord Keynes maintains that the differences between his 
proposal and Secretary Morgenthau’s have been largely 
overstated. He sees no reason why both could not be com- 
bined in a working mechanism. 

Viewed in any light, one of the major post-war tasks 
facing the United Nations is achieving some sort of an ar- 
rangement that will bring international payments into 
balance, and thus achieve stable currencies without drastic 
curbs on foreign trade and foreign exchange restrictions. 
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The Keynes and Morgenthau plans are at least steps 
toward finding a solution to the problem. 


Banking Legislation 


Use of Government obligations as collateral security 
for Federal Reserve. Notes has been authorized by Congress 
for a further period of two years. This was one of the 
emergency powers originally legislated in 1932. 

In testimony before the Senate Banking & Currency 
Committee, Marriner S. Eccles, chairman of the Board of 
Governors of the Federal Reserve. Board, informed that 
body that the Federal Reserve Banks could not otherwise 
“continue to meet the combined requirements of reserves 
against deposits and collateral for Federal Reserve Notes 
due to the heavy credit requirements of war financing.” 


ONE MILE FROM HELL 
A story of Lincoln: 
Senator Ben Wade came in one day to tell the President in how many 
different ways he had been conducting the war improperly. 
“Wade,” said Lincoln stretching his legs, “‘you remind me of a story.” 
Wade jumped up angrily. “Stories! Stories!” he exclaimed. “The coun- 
try is going to the dogs, we’re losing the war, and all you do is tell 
stories! Mr. President, you would tell stories if you were only a mile 
from hell!” 
“Well, Wade,” Lincoln replied, “a mile is almost exactly the distance 
from here to the Capitol!” 
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Finaneial 
Situation | 
Abroad... 


A Monthly Survey 


United Nations Improved Military Situation 


AST month witnessed a marked improvement in the 
military situation of the United Nations.. They suc- 
ceeded in expelling the Germans and Italians from 
North Africa, and also captured a large number of prison- 
ers and a considerable amount of military equipment. Air 
raids on the Continent of Europe are growing in intensity, 
to be further increased as a result of the North African 
victory. 

It seems to be the general opinion that an invasion of the 
Continent is imminent, though its exact time and-the place 
or places from which it will be launched remain military 
secrets. ; 

Russia and Germany are engaged in heavy operations in 
the Caucasus and at other points, with definite results not 
clear as of the middle of last month. 

Events in the Pacific theater of war have undergone no 
decided change in the past month. 


Great Britain 


The United Kingdom’s budget for the fiscal year begin- 
ning on April 1, 19438, presented to the House of Commons 
on April 18 by the Chancellor of the Exchequer, provides 
for estimated expenditures of £5,756,000,000 and revenues 
of £2,907,500,000, leaving a deficit of £2,848,500,000 to be 
financed from borrowings. After deducting from both 
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revenue and expenditure for 1942-43 the Canadian contri- 
bution and interest-free loan aggregating £882,000,000, the 
increase in proposed expenditure for the current fiscal year — 
over 1942-43 of £501,000,000 is estimated to be offset par- 
tially by the increasing yield o/ existing taxation to the ex- 
tent of £210,000,000 and by a net increase of £102,500,000 
from proposed tax increases and modifications. The esti- 
mated deficit for 1943-44 is, therefore, £189,000,000 more 
than that for 1942-438, when one excludes in the latter year 
the Canadian contribution and interest-free loan; these ex- 
clusions are relevant for the purpose of comparing the cur- 
rent budget with last year’s return, because in 1943-44 Cana- 
da is to make its contribution by meeting certain expenses 
and supplying certain goods outside the Exchequer expendi- 
ture accounts. : 


Tax Increases: The purchase-tax rate was increased 
from 66 2-3 per cent tc 100 per cent of the wholesale value 
in the case of 22 classes of wartime luxury articles, includ- 
ing such items as: silk and fur wearing apparel, leather 
trunks and bags, cameras and accessories, electric shavers, 
musical instruments, Jewelry, and cosmetics. These ar- 
ticles were subject to a rate of 38 1-8 per cent from October 
1940 to April 1942 when the rate was raised to 66 2-3 per 
cent. Practically all other consumer goods, other than 
food, continue liable to a purchase tax of either 16 2-3 or 
33 1-3 per cent, except utility furniture and utility clothing 
which were exempted in August 1942. The excise duties 
on tobacco, beer, and liquor, and the éntertainment tax have 
also been increased. In accordance with the undertaking 
given in the 1988 trade agreement with the United States, 
the margin of the Empire preference duties on tobacco 
has been reduced. 


STABILIZATION Poricy: The Chancellor of the Exche- 
quer, as in last year’s budget speech, reviewed the success 
of measures to avoid inflation and stabilize the cost of living. 
The check on living costs has been attained to a substantial 
degree by subsidy which is now running at the rate of £180,- 
000,000 a year, as compared with £125,000,000 in the calen- 
dar year of 1941. This policy has kept the cost-of-living - 
index to a raise of only 28 per cent since September 1939, 
and has achieved a great improvement over World War I 
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when the index after 344 years of war had risen to nearly 
90 per cent. Since May 1941 the cost-of-living index has 
been stazilized at 199-201 (1914 equals 100). 

The Chancellor reemphasized the dependence of the sta- 
bilization policy on the wages policy as set out in the White 
Paper of July 1941, and stated that the average increase 
since September 1939 in wage rates has been rather more 
than that in retail prices as shown in the cost-of-living in- 
dex, while the average increase in earnings has increased 
much more. He added, “It is my duty to say again that 
this valuable but costly stabilization policy depends upon 
the wise use of our machinery for wage negotiations. There 
is still need for vigilance. Increases in wages, properly 
and fairly justifiable as they may be, do not make more 
goods available nor do they increase the general standard 
of living, and they may make it more difficult, to secure a 
fair distribution of the limited supply of goods. But this 
also should be said, that while no. system can give perfect 
results, our wages policy has also been successful in two 
important matters. It has helped to maintain the sense 
of responsibility and self-government which has character- 
ized our industrial system for so many years. It has also 
done much to foster that industrial peace which has played 
such an important part in our war effort.” 


A White Paper analyzing the sources of war finance 
and estimating national income and expenditure was also 
submitted with the budget. The net national income at fac- 
tor costs is estimated at £7,384,000,000 for the calendar year 
1942, £6,619,000,000 for 1941, £5,726,000,000 for 1940, and 
£4,490,000,000 for 1938.—Foreign Commerce Weekly. 

Debating the country’s economic policy, Sir Kingsley 
Wood, Chancellor of the Exchequer, pointed out the fol- 
lowing: with reference to the future: 

The economic disurbance caused by this war is much 
greater than that caused by the last. 

Not only this country but the whole world will be much 
poorer. 

We shall have to face a considerable adverse balance of 
international payments, a considerable loss of overseas in- 
vestments and exchange resources, and a serious position in 
relation to our export trade. 
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The economic position of this country could become 
dangerous. 


No plan or schemes of post-war economy can take the 
place of expansion, efficiency or enterprise. 

We must rely on considerable expansion of exports. 
They are our life blood. 

As bearing on the latter statement, additional force is 
lent to it by a memorandum of the British Employers’ Con- 


federation, submitted in a study of the Beveridge Social 
Security plan: 


“As showing the critical dependence of this country on its industries 
for the providing of employment, it may be noted that, before the present 
war, the percentage of the occupied population in Great Britain engaged 
in industry and commerce—as distinct from agriculture—was 938 per 
cent, whereas in U.S.A. it was only 78 per cent, in Germany 69 per cent, 
in France 62 per cent, in Japan 46 per cent, and in Italy 44 per cent. 

“As showing the critical dependence of this country on its ability to 
purchase food and raw materials abroad, it may be noted that, before 
the present war, the cost of these imports by Great Britain represented 
£14 5s. per head of its population and that—taking Great Britain as 100 
—the comparative figure for other countries was: France 38, Germany 
33, U.S.A. 13, Italy 12, Japan 8. 

“In the seven years prior to the present war, the average yearly cost 
of our imports was approximately £750 millions, whereas the average 
yearly value of our visible exports of manufactured and other goods was 
only £425 millions—leaving a-gap of £325 millions. That gap was 
bridged to the extent of £120 millions by our invisible Exports of Ship- 
ping and other services, and to the extent of £180 millions by the interest 
on our foreign investments. . We therefore relied on our foreign invest- 
ments to pay for nearly 25 per cent of our imports, and it is therefore 
clear that after the present war this country’s ability to pay for its 
imports will be conditioned more than ever by its ability to export goods 
and services.” 

I see that it has been estimated—and I think with truth and accuracy 
—that the approximate net burden of taxation, local rates and other 
compulsory contributions per head of our total population was £5 19s. 
in the years 1913-14, that in 1987-38 it had reached £24 16s., and in 
1941-42 had grown still further to £51 14s. (Sir Kingsley Wood). 
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Current Conditions in Canada 


ISCUSSING conditions in Canada, the Monthly Let- 
ter of the Canadian Bank of Commerce, Toronto, for . 
June says: 

“Our index of industrial. activity continued its gradual 
rise, registering 210 at mid-May (1937 equals 100) as 
against 209 in April, while the percentage of factory ca- 
pacity utilized fell from 180 to 129. The food group was 
unchanged, a slight increase in meat-packing offsetting a 
decline in cereal products. The output of leather footwear 
was the san_z but some of the other major items in the cloth- 
ing group declined slightly, mainly factory-made garments, 
cottons, woollens, hosiery and knitted goods. The pulp and 
paper group was also unchanged but other wood products 
rose as a result of greater activity of some plants busy on 
war orders. The iron and steel group rose, chiefly on ac- 
count of some units in the heavy and medium sections. On 
the other hand a number of factories in this group, as also 
in the category of non-ferrous metal products, were less 
active, indicating a change in the pregram of output... . 


“Our wage payroll index declined from 229 (revised) 
for March to 224 for April (1987 equals 100). The manu- 
facturing section was slightly lower at 256, while logging, 
construction and trade also declined. The mining section 
was slightly higher at 109.” 


CANADIAN AGRICULTURE 


In a review of agricultural conditions the Letter com- 
ments as follows: 

Agriculture in Central and Eastern Canada has suf- 
fered, through inclement weather, a most unfortunate set- 
back, the effects of which are not likely to be overcome fully 
even under the most favorable conditions during the balance 
of the crop year. The effects, too, may be felt in time 
throughout ali Canada, and in a wide range of foodstuffs un- 
less the Prairie Provinces can provide, as they did last year, 
a large quantity of meats, eggs and dairy products. 

The high farm production goals—for example, over 20 
per cent increase in meats and eggs and of 6 per cent in dairy 
products—set after complete and serious consideration by 
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Dominion and Provincia] authorities a few months ago are 
therefore subject to considerable revision, except in the 
West, where one of the first objectives, a further extensive 
shift from wheat to other crops, has already been realized. 
In Eastern and Central Canada the prolonged wet weather 
of several weeks permitted but little planting by the end of 
May, although it gave good prospects of large hay crops 
and abundant pasturage. It is only now that pasture lands 
are being used for grazing as they have hitherto been so 
waterlogged that cattle could not be allowed on them, with 
the result that feed supplies from previous years’ crops have 
had to be d:2wn upon in some cases were exhausted during 
the past month, thus causing orders already to be placed for 
Western feed grains. ‘The same sodden condition has been 
general in fields intended for grains and vegetables, and con- 
siderable loss was sustained by rot in the few that were al- 
ready planted in these crops except on high, well-drained 
land. In many important areas, notably south-western 
Ontario, the period for safe planting of the grains usually 
seeded, mainly standard type of oats and barley, as well 
as early canning crops, passed before field work was pos- 
sible on a large scale and resort is now being made to early 
maturing oats and barley and substitutes, such as corn, buck- 
wheat and millet, which can be put in the ground during 
June with a reasonable chance of ripening before heavy 
frosts occur. But it is most doubtful if there is sufficient 
seed, farm labour and equipment now available to permit 
of all the cultivation and other work required to replace fully 
the crops usually sown in April and May. In fact, an 
exceptional amount of spring ploughing would be necessary 
because of the small extent of ploughing last fall. It is 
probable therefore that the total crop area in Ontario will 
be below average—less, indeed, than enough to provide suf- 
ficient feed next autumn and winter for this Province’s live 
stock holdings. The acreages in early canning crops and 
sugar beets are also likely to be subnormal, while consider- 
able injury has occurred to peaches and some other soft 
fruits. ‘The effects upon all Canada of reduced production 
in Ontario may be judged by the fact that in recent years 
this one Province provided about one-third of the national 
food supplies, though the proportions varied among the 
various types. The decline in Ontario’s proportion of cat- 
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tle, hogs and poultry in 1942 is attributable chiefly to the 
marked expansion of live stock farming elsewhere, par- 
ticularly in the West. 

Canada is extremely fortunate in having, in a year of 
unprecedented food requirements and such poor prospects 
in the older agricultural areas as those described above, a 
large source in the West of staple foodstuffs, meats, dairy 
products and eggs, as well as cereal and feed grains, which 
can supplement the short supplies elsewhere. ‘Last year the 
wartime shift to mixed farming in the Prairie Provinces 
was so extensive that those Provinces furnished slightly 
over half of the nation’s entire supply of beef, pork and lamb, . 
about one-third of its butter and more than 40 per cent of 
its poultry. ‘This year a further shift is taking place, pre- 
liminary estimates pointing to a curtailment of wheat by 
over 2,000,000 acres, an expansion of between 1,000,000 and 
2,000,000 acres in feed grains and as yet undeterminend, but 
large, increases in other crops, as well as in live stock hold- 
ings. Planting, though interrupted during the past month 
by threshing of last year’s unharvested grain and by rains, 
has so progressed that practically all the wheat area is planted 
and more than three-quarters of the coarse grain acreage. 


Field work as a whole, however, is not quite as far advanced 
as a year ago and the sown crops are rather backward, but 
these handicaps can be overcome by a short period of good 
weather. A valuable safeguard exists in abnormal pre-sea- 
son moisture reserves in most districts, while recent rains 
relieved dryness over most of the grain belt.” 


BANK OF MONTREAL 


The Business Summary of the Bank of Montreal, dated 
May 22, 1943, comments as follows on current conditions 
in Canada: 

“With the formal closing of the bocks on the 15th in- 
stant, Canada’s fourth and largest Victory Loan passes into 
the record as a marked success. The cumulative total of 
subscriptions to May 18 was $1,268,428,950, which was 
$168,428,950 in excess of the announced objective, and the 
final total will be larger when additional returns from out- 
lying communities are received and tabulated. The total 
number of subscriptions up to May 18 stood at 2,264,764, 
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as compared with 1,827,222 at the corresponding stage of 
the previous campaign. Every one of the nine provinces 
went over the objective set for it. The National War Fi- 
nance Committee has stated that there is every reason to 
believe that the total of $500,000,000 set as an objective for 
individual subscriptions will be attained; on the generai can- 
vass and payroll-deduction plan they amounted to $470,331,- 
150 on the 18th instant, with a considerable number of such 
subscriptions still to be reported. Some 84% of all sub- 
scriptions have been for the long-term issue. The loan had 
very strong support from a number of large industrial 
groups, railway employees, etc., and from men:and women 
in the fighting. services. The latter, numbering 250,798 
subscribers, had accounted for a total of $23,867,550 up to 
the closing day of the campaign, with some reports still 
to be received. 

“The impending increase in the intensity of the war, which 
the victory in Tunisia, by opening the door for the invasion 
of the European mainland, makes inevitable, demands that 
Canada’s war effort be maintained at the highest possible 
pitch in the coming months. But on the industrial side, 
recent developments in the struggle are forcing important 
changes in the programme of war production, which threaten 
to involve at least a temporary dislocation of plans for 4 
number of industrial firms and to create some unemploy- 
ment in the communities where their plants are located. It 
is generally known and now admitted by the Federal Gov- 
ernment that as the result of decisions reached by the leaders 
of the United Nations and their economic and industrial 
advisers, drastic changes have been decreed for war produc- 
tion programmes. Details of the cancellations are not avail- 
able but they cover tanks, replaced by orders for self-pro- 
pelled mounts, some types of guns, ammunition and a va- 
riety of explosives. The cancellations are the fault of no 
one but are due to the fact that Canada’s programme of 
war production was originally planned to meet the needs: 
of defensive warfare, and now that offensive warfare on 4 
large scale is being planned, our industrial programme must _ 
be adjusted to meet different requirements. 

“Tt is estimated that the cancellations will affect between 
35,000 and 50,000 workers in various industrial centres, and 
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an effort will be made to carry out the process of curtail- 
ment of manufacture gradually. At the same time, plans 
are in train to increase the production of offensive aircraft, 
self-propelled artillery, mine-sweepers and naval escort ves- 
sels and 28 shipways have already been converted from the 
production of cargo boats to these escort ships. 

“Notwithstanding the changes foreshadowed, there is 
a marked shortage of labour for certain war industries and 
there is also a deficiency of workers for primary industries 
like farming, coal-mining, lumbering and the production of 
base metals. Moreover, the intake of recruits into the Army 
has been falling short of its requirements. So the Federal 
Government has been moving to secure a more efficient uti- 
lization of the available manpower for the national war ef- 
fort. In two successive orders, the Minister of Labour an- 
nounced lists of occupations, workers in which were made 
liable to transfer to occupations directly connected with the 
war programme. ‘The first of these orders issued on May 4 
applied to men in age and marital classes designated as call- 
able for military training under National Selective Service 
Mobilization Regulations, who were in certain specified non- 
essential employments. ‘These men were required to re- 
port to an Employment or Selective Service Office no later 
than May 19 and the responsibility was put upon employ- 
ers as well as employees. A further order of May 15 was 
made applicable to single men and childless widowers in the 
19 to 40 ages, and to married men from 19 to 25 years of 
age, engaged in further specified types of employment who 
are required to report not later than June 15. The first 
order was expected to affect between 10,000 and 50,000 
men, and the second order a still larger number. Other or- 
ders will follow, covering additional employments and will 
be issued ‘just as rapidly as the employment and selective 
service offices can handle the job.’ The words quoted are 
those of the Minister of Labour. 

“The Prime Minister has proclaimed 4 state of national 
emergency in regard to coal production, following which 
regulations have been issued for combing other industries 
of experienced coal miners and compelling their return to 
mining. 

“The Minister of National Defense has announced that 
the manpower requirements of the armed forces for the 
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twelve months of the current fiscal year amount to 177,000 
men; of these, 100,000 are for the Army (75,000 for over- 
seas), 24,000 for the Navy and 53,000 for the ‘Air Force. 

“In April, manufacturing activity reached a new peak, 
with the great majority of industrial plants operating at a 
level above their rated capacity. There has, however, been 
a slight decline in the operations of the primary iron and 
steel industries and also of the cotton mills. The clothing 
factories remain busy with war orders and the packing plants 
are well employed. ‘There is a shortage of beef and ration- 
ing of this and other meats will begin, under a coupon sys- 
tem, on May 27. Production of newsprint continues to 
be somewhat lower than in the corresponding period of last 
year. In April, the value of construction contracts placed 
was $16,047,300 as compared with 11,110,600 in March. 
The flour-milling industry remains very active. 

“Retail trade, despite the limitation of supply in many 
lines of goods, is being maintained at a high level, its dollar 
value in March, the latest month for which data are avail- 
able, being 16% higher than in February and 5% higher 
than in March 1942.... 

“‘A marked increase in notice deposits was shown in the 
report of the chartered banks to the Minister of Finance 
at the end of March, these deposits rising to $1,889,548,000 
as compared with $1,549,629,000 in March, 1942. Current 
loans in Canada declined from $978,808,000 at the end of 
February to $936,142,000 at the end of March; call loans 
were also lower, declining from $29,130,000 in February 
to $23,677,000. Bank debits to individual accounts in April 
totalled $4,070,000,000, as compared with $3,783,000,000 
in April, 1942.” 


CANADIAN RATIONING 


The Monthly Review of the Bank of Nova Scotia, To- 
ronto, which is now published quarterly, contains a 4-page 
discussion of the “why and how of rationing.” Concerning 
the administration of rationing, the Letter says: 

“The administration of rationing, which thus involves 
control of a mass of transactions from the consumer back 
to the original sources of supply, obviously requires a large 
and considerably decentralized organization. At each of 
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the 14 regional offices of the Wartime Prices and Trade 
Board there is a Superintendent of Rationing who is in 
charge of the general administration of rationing orders. 
Among the regions are distributed, roughly on the basis 
of population, 28 Branch Offices of the Ration Administra- 
tion. Here the Administration makes contact with the pub- 
lic, most of the business matters of rationing are taken care 
of—the issuing of quotas, permits, etc.—and the basic 
records are kept. ‘The more than 500 local ration boards, 
usually headed by Mayors or Reeves of municipalities and 
staffed by volunteer workers, have taken over much of the 
work dealing directly. with consumers. ‘The local boards 
now register consumers, issue temporary ration cards to 
soldiers on leave, visitors, and those who have lost their 
books, register dairy butter producers and collect their ra- 
tion documents, and in general act to solve local ration prob- 
lems. One of their biggest jobs was to receive all this 
Spring’s applications for canning sugar, and to arrange 
for its distribution. 

“Legal enforcement of rationing is handled by the En- 
forcement Administration, which deals not only with ration 
orders but also with infractions of all price-ceiling and other 
wartime control measures. There is an Enforcement Coun- 
sel in each regional office, where all legal work is done, and 
each region has several local enforcement offices with in- 
vestigating staffs. Up to March 31st of this year nearly 
2,500 prosecutions had been instituted of which some 850 
were for hoarding or rationing violations—840 in connec- 
tion with gasoline, 280 with food, and 230 with tires. Most 
of the gasoline cases involved misuse of coupons, some of 
them stolen but many apparently detached from higher- 
category books. The revision of the gasoline rationing pro- 
gram last April Ist, which adjusts rations more closely to 
individual requirements, is expected to reduce this source 
of violation substantially, while the system of windshield 
stickers proclaiming the category of the vehicle is an ad- 
ditional control. Violations of food-rationing orders have 
mainly involved acceptance of coupons before their valid 
date, together with some cases of misuse of the books of de- 
ceased or absent persons and misrepresentation in order to 
obtain extra books. : 

“While infractions of rationing have thus not been en- 
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tirely absent, Canadians in general appear to have taken to 
rationing with good grace. Indeed, most people have rea- 
lized that they suffer little hardship—and certainly not when — 
the comparative level of even the highest among European _ 
rations is considered. The Canadian butter ration, for in- 
stance, provides a man, wife, and two children with 2 lbs. 
per week. ‘This is the same as the total fat ration in Bri- 
tain, which may contain only a maximum of 8 oz. of but- 
ter, and is slightly higher than the total] fat ration of a simi- 
lar German family even if the German father were classed 
as a heavy worker. (If he is a very heavy worker the 
family’s total fat ration will still be only some 2% Ibs. 
weekly). As for meat the same comparison would be: 
Canada, 8 lbs.; Britain, about 41 Ibs. including bacon; and 
Germany, a little over 314 lbs. if the man were a heavy 
worker, and roughly 414 Ibs. if a heavy worker. Thus, 
even without taking into account the still quite extensive 
and plentiful supplies of unrationed foods, it is clear that 
Canadians are relatively fortunate. More important, all 
expert evidence is that the butter and meat rations are large 
enough to meet nutritional needs generously, nor are they 
seriously below pre-war average consumption. For many 
people, however, they do require a marked revision of fo 
habits. : 

“As for the outlook, experience has shown that it is rash 
indeed to predict that the limits of rationing have been 
reached. ‘Canadians realize that the war effort of the United 
Nations in its offensive phase may call upon them to pull in 
their belts another notch or two. They will be willing to 
meet additional requirements when exigencies arise—as 
they have already done in the case of meat rationing, which 
was necessary to distribute the heavy military and export de- 
mands fairly among suppliers and to maintain the already 
meagre British civilian rations. However, as long as self- 
restraint in buying predominates, methods less drastic than 
rationing can often achieve a fairly equitable distribution 
even when supplies are quite short. The War-time Prices 
and Trade Board is using such methods extensively, notably 
in its general programs of rationalization and simplification, 
and in its efforts to allocate supplies fairly among distribut- 
ors—with all of which it has had a considerabe measure of 
success.” 
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BOOKS for 
BANKERS 


Brief Reviews 


BELGIAN BANKING AND Banxkinc TuHeEory. By B. S. 
Chlepner. Washington, D. C. The Brookings Insti- 
tution. 1948. Pp, 224. $2.50. 


Since the 1929 crisis banking and credit problems have 
played a prominent role in public discussions. In the United 
States, as well as in most European countries, banking or- 
ganization underwent important changes. Commercial 
banking has been separated more or less completely from 
investment banking, government supervision of banking has 
been introduced in a number of countries, the number and 
the sphere of operations of financial organizations owned or 
controlled by governments have been greatly extended. 

Belgium—although small in size—is one of the most in- 
dustrialized countries in the world and possesses a highly 
developed financial organization. Belgium was first to es- 
tablish so-called “mixed banking,” with close relationships 
between banking corporations and industrial enterprises. 
For a century Belgian banks expanded largely in a free 
economy and were not subjected to any government regula- 
tion or supervision. In this period they played a promin- 
ent role in the economic expansion of the country. The de- 
pression of the 1930’s and the monetary panic led to a bank- 
ing crisis. In 1985 government regulation and supervision 
were introduced and the entire banking organization was 
thoroughly reorganized. 

This volume contains the first comprehensive study of 
, Belgian banking published outside of Belgium. On many 
points comparisons are made with American practices. The 
second part of the book reviews some fundamental problems 
relating to banking theory, particularly the significance of 
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Just out... 


THE EVALUATION 


OF 


RECEIVABLES and INVENTORIES 


AS AN INTEGRAL PHASE OF 
CREDIT ANALYSIS 


By EDWARD F. GEE 


CHAPTER HEADINGS 
Factors in Commercial 
Analysis 


The Financial Factor in 
Commercial Credit Analy- 
sis : 
Balance Sheet Analysis 


Receivables and Inventories 
in the Balance Sheet 


The Analysis of Receivables 


Ratio-Aging Receivables to 
Sales 


Bad Debt Losses and Re- 
serves 


A Quality . Ratio for Ac- 
counts Receivable 


Trade Notes and Accept- 
ances Receivable 


The Analysis of Inventories 


The Further Analysis of In- 
ventories 


The Valuation of Inven- 
tories 


Special Inventory Methods 


Miscellaneous Inventory 
Considerations 


Concluding Summary 
Appendix 
Bibliography 


ERE is a new book for the bank 
credit officer and statement analyst 
which focuses its attention on the evalua- 
tion of trade receivables and inventories. 
The author believes that these two elements 
should form an all-important part in mak- 
ing credit decisions and in this book con- 
siders in great detail the various factors 
to be considered in their appraisal. 

Alexander Wall, in the opening sentence 
of the foreword to his excellent work: on 
“How to Evaluate Financial Statements,” 
writes: “There are many elements to be 
considered in reaching a credit decision and 
too many books attempt to cover too 
many elements, with a resultant thinness 
of verbose text.” 

In this book Mr. Gee takes two all 
important elements in the statement and 
outlines at length new and established 
techniques and principles for appraising the 
soundness of these assets and treats exhaus- 
tively their possibilities as sources 0 
information essential to sound credit 
extension. : 


Sent on Approval 
We would be glad to send this book on 
five days’ approval to any bank or banker. 


Price $3.50 


BANKERS PUBLISHING COMPANY 


465 Main Street 


532 


Cambridge, Mass. 
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banking in economic evolution; the meaning of banking 
liquidity, and the regulation of banking by law. 


TRANSPORTATION—PREWAR AND Postwar. By P. Harvey 
Middleton. Chicago: Railway Business Association. 
1943. Pp. 64. 50 cents. 


Mr. Mipp.eTon analyzes transportation facilities and traf- 
fic performance during the transition from peace to total 
war, and the,part which each agency of transportation— 
railway, highway, waterway, pipe line and airline—is play- 
ing. - 
Postwar freight and passenger traffic, it is indicated, will 
follow the course of national income. If the war is won by 
the end of 1944, and if national income is subsequently sus- 
tained by a large public works program and concerted ac- 
tion by private industrial interests, several more years may 
elapse before traffic declines to the level of even 1941 per- 
formance. 

The postwar competitive struggle between the different 
agencies of transportation will be keen, and the percentage 
distribution of total traffic will change. Railways must 
expect to lose traffic to other forms of transportation, al- 
though modernization of facilities and rate structures might 
enable them to retain in the postwar period a larger propor- 
tionate volume than in prewar years. 


Tue NEw Pumosorny or Pusiic Dest. By Harold G. 
Moulton. Washington, D. C.: The Brookings Insti- 
tution. 1948. Pp. 98. $1.00. 


Dr. Mouton, with irrefutable logic, blasts away at the new 
philosophy of expanding public debt. When the smoke is 
cleared away, the theses of Alvin H. Hansen, A. A. Berle 
and Stuart Chase are much the worse for wear. 

Dr. Moulton attacks the “mature economy” thesis, cuts 
through the plausible sophistry of the exponents of a per- 
manently expanding debt and, finally, calls attention to the 
inflationary problems arising as the result of continual debt 
expansion—particularly when the expansion process has 

already resulted in the full use of our productive facilities. 
It is pointed out that fiscal controls alone may not prove 
sufficient and that totalitarian methods of control may prove 
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necessary. Under certain conditions, if inflation is to be 
avoided, regimentation must be adopted—for no compromise 
or half-way measures can adjust the difficulty. 

Also emphasized is the fact that the philosophy under- 
lying the National Resources Planning Board’s program 
for domestic reconstruction is detrimental and fatal to the 
Treasury’s program for international reconstruction. 


Worip Trade 1N AGRICULTURAL Propucts. By Henry 
C. Taylor and Anne Dewees Taylor. New York: Mac- 
millan. Pp. 286. 1948. $3.50. 


VITAL interests of every country in the world are involved 
in the important subject of trade in agricultural products. 
In any settlement of war issues account must be made of all 
the many different items which Dr. and Mrs, Taylor dis- 
cuss. 

This is the first book ever to attempt a comprehensive and 
at the same time concise survey of the facts of world trade 
in agriculture, or to indicate the way in which this trade 
has developed and been shaped by national and international 
policies. The United States Department of. Agriculture 
has co-operated with the Taylors in many practical ways 
to make this the most authoritative book possible on the 
subject. It made available statistical material for a world- 
wide survey extending down to the outbreak of the present 
war. It has helped with the many admirable maps and charts. 
Another inestimable advantage of Dr. Taylor in making the 
book outstanding is his experience as the United States 
Member of the Permanent Committee of the International 
Institute of Agriculture in Rome. 

Thus the book must prove indispensable to all concerned 
with a subject whose importance will increase as the great 
distances of the world continue to shrink. 


INTEREST AND Usury. By Bernard W. Dempsey. With 
an introduction by Joseph A. Schumpeter. Washing- 
ton, D. C.: American Council on Public Affairs, 2153 
Florida Avenue. 1943. Pp. 238. $3.50. 


In his introduction to this book Professor Schumpeter, who 
is professor of economics at Harvard University, says: 
“The time-honored controversy on the nature and fune- 
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tions of interest that had almost died out has flared up again 
during the past decade. New points of view have emerged. 
Propositions diametrically opposed to some that used to com- 
mand almost universal assent have been put forth. My im- 
pression is that, as a result, a majority of economists in- 
terested in the problem have modified their views. Needless 
to say, no agreement has been reached. . . . Our time wit- 
nesses not only another revival of the theoretical controversy 
about interest but also another revival of the practical con- 
troversy about the reform of money and banking. Few peo- 
ple will be so foolish as to deny the existence of a moral 
aspect of it or the right of the churches to speak about it. 
But those who wish to do so had better recognize in turn the 
rather technical nature of the subject. However far some 
of them may feel themselves removed from Father Dempsey 
in matters of theology, they might be well advised to peruse 
his book which, though with the restraint proper to a scienti- 
fic study, indicates clearly enough how analysis may imple- 
ment moral principle—in a spirit not unworthy of intellec- 
tual descent from Cardinal de Lugo.” 

The author is a member of the Society of Jesus and a 
teacher of economics at St. Louis University, St. Louis, Mo. 























THE BurbEN or British Taxation. By G. Findlay Shir- 
ras and L. Rostas. New York: Macmillan. Pp. 240. 
1943. $3.00. 


THE object of the present inquiry is to estimate how much 
was paid in taxation in Great Britain, in 1937-88 and in 
1941-42, out of each of a range of different incomes. 

The outbreak of the war has entirely transformed the 
scale of taxation; a much larger fraction of the national 
income now passes through the Exchequer than ever before. 
Without any pretense to precise accuracy, it can be said 
that, while in 1913-14 only 6 to 8 per cent of the net national 
income was raised in national taxation, and in 1925-26 17 
to 19 per cent, by 1941-42 the revenue of the Exchequer 
alone may well prove to have been 30 per cent. In these 
circumstances the necessity for ascertaining the burden 
of taxation on different incomes, as a preliminary to form- 
ing a judgment on the equity of the existing system of taxes, 
is redoubled. 


” 
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Of the two parts into which the present Report is di- 
vided, the first deals with the definitions and the main as- 
sumptions underlying the Report, and summarizes *he re- 
sults obtained. The tables and charts at the end of Part I 
contain the detailed results. 


Part II consists of twelve chapters on the individual 
taxes. 'The methods of calculation are there set out in detail. 


StupiEs In Nationat Income. Edited by A. L. Bowley. 
New York: Macmillan. 1948. Pp. 255. $8.50. 


Tuis British book is the first to be issued of a series of 
Studies prepared b, the National Institute of Economic and 
Social Research. It was projected in 1988, the committee 
of workers from the London School of Economics was then 
appointed. ‘The original plans was to issue as complete and 
detailed an account as possible of the National Income 1924- 
1938. But when the outbreak of the war made delay in 
the completion of this plan unavoidable, it was decided to 
issue the book as it stands, recording all of the work it had 
been possible to do in the changed circumstances. 

It begins with a discussion of the definition of National 
Income, and compares with different definitions applied by 
major writers on the subject. The second chapter deals with 
some constituents of the National Income—money income 
1924 to 1988, salaries, income from agriculture, and number 
of earners. Chapter three deals with the Census of Produc- 
tion, and the Index of Production 1924-1938. Chapter four 
discusses in detail the new methods used in the measurement 
of real income. 


Monetary REForm MoveMENts. By Joseph E. Reeve. 
Washington, D. C.: American Council on Public Af- 
fairs, 2158 Florida Avenue. 1943. Pp. 404. Cloth 
$3.75. Paper $3.25. 

Tus book is a survey of recent plans and panaceas for solv- 

ing our economic ills through monetary means. As Willard 

L. Thorp says in his introduction, “regardless of the wis- . 

dom of the particular schemes, the volume of thinking di- 
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rected into what the authors believed were constructive chan- 
nels was a sign of democracy at work. And it certainly 
indicated no respect for the dogma that ‘natural laws’ con- 
trol the economic universe.” 

In his preface the author explains the scope of his work 
in these words: “In this study, I have endeavored to present 
a comprehensive treatment of the monetary reform move- 
ments and ideas which appeared in the United States dur- 
ing the ten years between the Wall Street crgea and the 
second World War. While the primary exiphasis is eco- 
nomic, I hope that students of political movements will find 
the historical sections useful. Although the study is limited 
to a particular period and to a single country, the conclu- 
sions drawn may have considerable pertinence elsewhere.” 


Woritp Mrinerats AND Word Peace. By C. K. Leith, 
J. W. Furness and Cleona Lewis. Washington, D. C.: 
The Brookings Institution. 1943. Pp. 258. $2.50. 


Tus study shows how the rise in mineral production and 
consumption has paralleled the expansion of industry in 
the North Atlantic power belt. Both in volume and variety, 
the mineral requirements of industry have been increased 
with the progress of the machine age. 

Practically all countries participate in furnishing the 
world’s annual supply of minerals. Some areas are well en- 
dowed with certain of these important raw materials, some 
with others. All countries are deficient in some one or more 

‘minerals and must obtain them through trade. The Axis 
powers, cut off from trade with many areas, are seriously 
deficient in many strategic minerals. Even the United Na- 
tions are short of some. 

Various kinds of economic and political controls have 
tended to restrict the movement of minerals from the best 
and cheapest sources of supply. For the most part, gov- 
ernments have adopted such measures with a two-fold aim 
in view: the strengthening of the military power of their 
countries; and the improvement of the economic position of 
their peoples. These various measures have had a cumula- 
tive ill effect on world trade and world peace. 

The Atlantic Charter has raised sharply the question of 
equality of access to the world’s raw materials of all kinds. 
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By implication, such equality of access is denied to aggres- 
sor nations seeking to build up their land, sea and air arma- 
ments. The practical question is whether controls on the 
production and trade in minerals can be so devised and ad- 
ministered as to furnish an effective method of preventing 
future wars. 


Ranp McNatyiy BANKERS Directory. First 1943 Edition. 
Chicago: Rand McNally & Co. 1948. Pp. 2604. $15. 


THE Banks of the United States continue to grow stronger 
in total resouirces—a trend which has held steady for the past 

* 10 years, with the exception of a “momentary” drop in 1987. 
This is disclosed by a study of the figures in the First 1948 
Edition of Rand McNally Bankers Directory. 

Deposits, surplus, total resources, cash, and Government 
bonds all have reached new all-time highs. Total deposits 
are now $100,905,160,000; total resources $110,080,044,000; 
and Governments $45,986,649,000. 

The BLUE BOOK figures also disclose that an addi- 
tional 56 banks increased their total resources to $25 million 
or over, in the last half of 1943, to make a total of 8390 in 
this “Big Bank” classification. These 56 banks are scat- 
tered through 27 states: 7 in Illinois; 5 in Texas; 4 each in 
Indiana, New Jersey and New York; 8 in Florida and Ohio; 
2 in California, Connecticut, Massachusetts, Michigan, and 
Utah; and 1 each in Arizona, Arkansas, Colorado, Kentucky, 
Louisiana, Mississippi, Missouri, Nebraska, North Carolina, 
Pennsylvania, Rhode Island, Tennessee, Washington, West 
Virginia, and Wisconsin. ‘ 

This new edition of the BLUE BOOK contains 2,604 
pages of banking and financial information, up-to-date as 
of March, 1948. Included among its features are: The 
latest available statements, arranged for easy comparison; 
new executive personnel and directors lists; the nearest bank- 
ing points to all non-bank towns; a 5-year list of discon- 
tinued bank titles; all bank associations and government 
banking agencies; and the FDIC status of all banks. A 
list of attorneys for every bank town (separately bound) 
accompanies each copy. ‘The latest Rand McNally maps of 
each state and all foreign countries further increase the use- 
fulness of this information-packed reference book. 
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Postwar Economic ProsuemMs. AN AUTHORITATIVE Di1s- 
. CUSSION BY 23 Experts. Edited by Seymour E. Harris. 
1943. Pp. 417. $3.50. 


Tus volume represents the most authoritative discussion of 
postwar economic problems that has been produced. Each 
contributor is an expert in the field in which he writes; and 
in every case, the author has been studying, either for the 
Government or privately, the subject of his essay. His con- 
tribution to this volume represents his conclusions at the 
present time concerning the important subject assigned to 
him. 

Subjects covered are grouped under the following heads: 
The Issue of Full Employment, The State of Capitalism, 
Statistical Information and Economic Policy, Fiscal and 
Related Problems, Labor and Social Security, Agriculture 
and Related Problems, International Economic Relations, 
and Postwar Controls. 


WartTIME ProsieMs OF STATE AND LocaL Finance. A 
Symposium. Philadelphia: Tax Insti :+2, Wharton 
School of Finance and Commerce, University of Penn- 


sylvania. 1943. Pp. 267. $2.50. 


EVEN DURING a war of global proportions we cannot afford 
to lose sight of our state and local governments for of such 
is the essence of democracy. The Federal government takes 
the stage and properly so, but the fiscal problems of the other 
governments must not be ignored. Some of these prob- 
lems are hoary with age but their perennial bristles.develop 
sharper and more omnious proportions under the impact 
of war. At the same time new problems are generated 
which also claim attention. 

This volume consists of seventeen articles by distin- 
guished authorities and an appendix containing the reports 
of several regional round tables sponsored by the Tax In- 
stitute. 

The effect of the war on state and local costs is discussed 
by A. E. Buck, Institute of Public Administration; Ken- 
neth Dayton, Budget Director of New York City; and Er- 
nest Minor Patterson, University of Pennsylvania. 

The effect of the war on state and local revenues is dis- 
cussed by Lewis B. Sims, Bureau of the Census; Edwin H. 
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Spengler, Brooklyn College; and Wade S. Smith, Dun & 
Bradstreet, Inc. 

In the section on intergovernmental fiscal problems as 
accentuated by the war, Robert S. Ford, University of 
Michigan, writes on intergovernmental tax exemptions. 
There is a chapter.on the exemption of bond interest by 
Paul Studenski, New York University, and one on service 
payments in lieu of property taxes by Charles S. Rhyne, 
National Institute of Municipal Law Officers. 

A postwar outlook is found in Part Four. Russell Van 
Nest Black, National Resources Planning Board and the 
New Jersey State Planning Board, has a chapter on plan. 
ning postwar capital improvements and Harvey S. Perloff, 
Board of Governors of the Federal Reserve System, one on 
financial preparation for postwar public works. Mayor F. 
H. La Guardia of New York City discusses postwar fiscal 
planning in New York City. 

At no time do the authors lose sight of the fiscal responsi- 
bilities of state and local governments in the winning of the 
war. A special section of the volume is devoted specifically 
to consideration of these responsibilities, but the feeling is 
clear throughout the entire discussion that basic obligations 
include the maintenance of financial stability, intensification 
of effort: to solve both local and intergovernmental fiscal 
problems, and the exercise of the utmost foresight in the 
formulation of fiscal policies and plans. 

This section contains papers by Alvin A. Berger, New 
Jersey State Chamber of Commerce, on fiscal responsibili- 
ties of state governments in winning the war; Chester B. 
Pond, New York State Department of Taxation and Fi- 
nance, on state fiscal responsibilities in wartime; Robert S. 
Ford, University of Michigan, on meeting fiscal responsi- 
bilities through governmental reform; Arnold Frye on fis- 
cal responsibilities of smaller municipalities; and Frederick 
L. Bird, Dun & Bradstreet, Inc., on wartime fiscal responsi- 
bilities of municipalities. 

The significant series of regional round tables sponsored 
by the Tax Institute are both summarized and reported in 
full in the appendix. In these reports there is a sense of 
coming grips with the actual impact of the war in various 
localities. 
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THE BANKERS DIGEST 


Advertising and Public 
Relations 


Wills and the War 


Under the caption “Is He the Man 
You Named to Carry Out Your Will?” 
a recent advertisement of the Marshall & 
Ilsley Bank, Milwaukee, Wis., shows a 
drawing of a marching soldier. Text 
reads: 

“Have you named in your will an 
executor who could not serve, if he were 
needed now? 

“Estate settlement demands prompt, 
constant, and careful attention. It can- 
not await an absent executor. A sub- 
stitute—a total stranger—may be ap- 
pointed by court order. 

“When you appoint the Marshall & 
Ilsley Bank your family gets the protec- 
tion of an executor which does not move 
away, is not incapacitated, does not die, 
and brings to the handling of your estate 
a long, competent and beneficial record 
in such matters. 

“Our advisory service to help you in 
such matters is without cost.” 


Preparing for Next Winter 


The State-Planters Bank and Trust 

Company, Richmond, Va., is advertising 
the availability of loans to property 
owners to prepare now for the rigors of 
next winter. Text reads: 
_ “Loans are now available for insulat- 
ing, weatherstripping, installation of 
storm windows and conversion of heat- 
ing units from oil to other fuel on un- 
usually attractive terms. 

“Property owners can now finance the 
full cost of any of the above items for 
36 months without down payment and 
the first installment may be deferred 
until November 1, 1943. Monthly pay- 
ments can be as small as $5.00. No 
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endorsers, co-makers or collateral neces- 
sary. 

“Last winter was relatively mild. 
Next winter may be different and the 
fuel situation may be worse. Don’t 
take chances and don’t delay! Get an 
estimate now on what it will cost to 
‘winter-proof your house. You can’t 
lose. The savings in fuel costs over a 
period of time will pay for the improve- 
ment. Act now, and get full details on 
these loans from any State-Planters 
office ” 


Checks Are Smart 


Illustrated by two house-wives on 
bicycles, a recent advertisement of the 
Valley National Bank, Phoenix, Ariz., 
is headlined—“Checks are Smart this 
Season—and Every Season.” Text reads: 

“Wise men and women know that,the 
SMART way to pay bills is by check. 
It takes only a few moments to write a 
check, address an envelope, and drop it 
in a convenient corner mail-box, thus 
saving a special trip, carfare or use of 
tires or gasoline, and waiting in line. 

“A checking account at the Valley 
National Bank offers many other ad- 
vantages, too. It gives you a day-to- 
day record of personal household ex- 
penditures . . . makes it easy for you 
to figure deductions on income taxes . . . 
eliminates possibility of loss or theft of 
large sums of cash . . . provides a legal 
receipt for all payments. 

“A Valley National Bank checking 
account costs surprisingly little—usu- 
ally less than the average person would 
spend monthly for money orders. Come 
in and open a checking account at your 
first opportunity!” 


A Financial Program for Wartime 


A recent advertisement of the Morris 
Plan Bank of Virginia is illustrated by a 
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husband and wife in conference with a 
headline reading—“With Their Eyes on 
Tomorrow!” Text reads: 

“As wartime living conditions harden, 
the job of running a home demands 
increasing care and foresight. Today’s 
problems . . . and tomorrow’s problems 

. cannot be met successfully with 
yesterday’s plans. You must think 
ahead and plan ahead: 


“Save regularly in a savings account 
to pay recurring expenses—insurance 
premiums, taxes, fuel and home repair 
bills, school tuition, and mortgage cur- 
tails and interest—as they come due. 


“Make regular payments on what you 
owe. Start now to get as completely out 


of debt as possible. Remember that 
paying off what you owe is just as 
effective saving as putting money in the 
bank. 

“Buy War Bonds with all that’s left 
after meeting your necessary living 
expenses. 

“In these three ways you can find the 
greatest measure of security and peace 
of mind for yourself. At the same time 
you will be doing your part to help 
finance the war and fight inflation. 

“For whatever help you need today 
to meet tomorrow, do as more than 
100,000 Virginia men and women 
already do: Come to “The Bank for the 
Individual’ . . . the bank that is alert 
to your needs, alive to your way of 
life, as an individual. Whether we can 
sell you War Bonds, work out a plan 
for you to pay off what you owe, or 
accept your savings, you know you will 
always find a resdy welcome here. 
Come in!” 


Declaration of Secrecy 


The Smith Digest tells in a recent 
issue about the “Declaration of Secrecy” 
which every officer and employe of the 
First National Bank, Palm Beach, Fla., 
must sign each month. The Digest 
understands that this bank is the only 
one in the country that uses such an 
agreement and says that President Wiley 
R. Reynolds reports that the moral 
effect is most impressive. The state- 
ment which all must sign monthly reads 
as follows: 
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“T, the undersigned, holding an office 
or situation in the First National Bank © 
in Palm Beach, Florida, do a 
declare and pledge myself upon honor 
solemnly and inviolably as if I were 
sworn thereto, that I will observe the 
strictest secrecy on the subject of the 
accounts of all bodies or individuals 
dealing with the bank; on the subj 
of all transactions of the bank, of 
ever description with its customers, 
correspondents, or shareholders, or with 
any other bodies or’ persons whom- 
soever; on the credits or affairs of all 
bodies or persons respecting which | 
may acquire information through the 
business of the bank; and on the nature 
or amount of the transactions of the 
bank, or the position of its concerns or 
affairs, in any respect whatever, - 
ing only such particulars as I bass, 
expressly authorized by the Board of 
Directors, or the President, to disclose. 
And I hereby likewise pledge myself to 
continue to observe secrecy on such 
subjects should I leave the service of 
the bank for any reason whatever.” 


Portrait of Lincoln on Display 


Robert Linquist, advertising and pub- 
lic relations officer of the American 
National Bank and Trust Company of 
Chicago, reports that few displays of the 
bank have attracted so much attention 
as the current display of a new portrait 
of Lincoln by the French artist—Tino 
Costa. The portrait is hung in the bank’s 
display window whee pioper lighting 
effects were arranged. The artist has 
painted the Kings o* Denmark, Sweden 
and Greece, the Duchess of Kent, Sir 
Basil Zaharoff, ex-President Hoover, 
General Mac Arthur, Marshail Foch and 
scores of others of the world’s great. 
For three years he has been working on 
this portrait of Lincola after a thoro 
study of Lincoln’s life and exhaustive 
research of the subject. By many it is 
considered the greatest Lincoln portrait 
yet painted. 


Pamphlet on Pay-As-You-Go Tax 


The Manufacturers Trust Company; 
New York, is distributing a pamphlet om 
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the “Pay-As-You-Go Tax Law” which 
contains the text of the law, with an 
explanation of the various provisions, 
as well as charts and tables showing the 
application of the new taxes. 


To Stimulate Use of Checks 


E. 0. Meeh of the publicity depart- 
ment of the Irvington National Bank, 
Irvington, N. J., believes that the 
amount of income derived from non- 
minimum balance checking accounts 
depends not so much on the number of 
accounts a bank has on its books, but 
rather on the amount of checks that are 
drawn against the account. To promote 
the use of more checks the Irvington is 
distributing a small, attractive blotter 
by enclosing them in check books issued, 
placing them on counters, and having 
each teller, as he blots entries made in 
passbooks, leave the blotter in the book 
as he returns it to the customer. 

Copy on the blotter reads: “You can 
prove what you paid, when and to whom 


_ when you pay by check.” 


Special Checking Accounts 


Featuring its Special Checking Ac- 

counts, California Bank, Los Angeles, 
is using special copy in suburban 
papers to reach war workers, secretaries 
and housewives as the new type of 
account is designed to be useful to 
persons with only a limited use for a 
checking account. 
_ Recent copy, for example, wiich is 
illustrated with a photographic illus- 
tration of a typical young housewife, 
reads as follows: 

“No need for your husband to go 
funning around town paying bills, or 
even to get money orders to pay them. 
Nowadays everybody should have a 
checking account and California Bank 
has just the one that fits your needs— 
the new Special Checking Account: 
You buy a book of ten checks for $1.00 
-.. there is no minimum balance re- 
quirement . ..no monthly service charge 
-+. and you can start an account with 
say | amount. 

For the duration (to save tires and 
888, time and money), it will pay you 


We Must Know 

Foreign Languages 

1. To do business with South 

America 

2. To improve relations with 

our Allies 

3. To prepare for peace- 

time reconstruction 

America needs men and women who 
speak Spanish, Portuguese, Russian, 
French, German, Italian, Japanese, 
or Chinese! Master your chosen 
language at Berlitz. 


For 64 years Berlitz has never failed! 


BERLIT SCHOOL OF 


LANGUAGES 
630 Fifth Ave. 

International Bldg., Rockefeller Center 
Brooxiyn 66 Court Street 
UE sccsacovetcsiva 2302 First Central Tower 
BALTIMORE . .. Baltimore Life Building 


Boston 
CHICAGO ..... 30 North Michigan Avenue 
CLEVELAND . Leader Building 
Detroit David Whitney Building 
MINNEAPOLIS 628 Nicollet Avenue 
Newark 790 Broad St. 
PHILADELPHIA 226 S. 15th Street 
PitTsBURG Grant Building 
209 Post Street 


San Francisco 
WASHINGTON Hill Bldg., 17th & Eye Sts. 


to pay all your bills by check and do 
your banking by mail with California 
Bank. Easy, economical, and SAFE. 
Easy, because you can make out checks 
at our own desk in our own home and 
mail them at the nearest mail box. 
Economical, because it saves tires and 
gasoline, time and money at a time when 
all of these things are vital to the war 
effort; Safe, because cancelled checks 
coustitute legal receipts in case of dis- 
putes over payment of bills. Your 
Special Checking Account also acts as 
a bookkeeping system which will help 
in preparing future income tax returns. 

‘It will take only a few minutes for 
you or your husband to start an account 
today at any neighborhood or downtown 
office.” 

Rod Maclean, advertising manager of 
California Bank, writes that this service 
has proved very popular. “In fact,” 
he says, “there are some customers for 
whom (because of the number of checks 
they write and the balances they main- 
tain) the regular checking account 


THE BANKERS MAGAZINE for June, 1943 543 





service would be less expensive, who 
prefer this new ‘packaged’ service.” 


Personal 
Mark J. Igoe 


At a recent meeting of the board of 
directors of the Corn Exchange National 
Bank and Trust Company, Philadelphia, 
Mark J. Igoe was appointed assistant 
vice-president in charge of bank opera- 
tions and personnel. 

Mr. Igoe entered the employ of the 
bank in 1917. He is a graduate of 
Rutgers University Graduate School of 
Banking, recently president of the 
Philadelphia Conference of National 
Association of Bank Comptrollers. He 
takes an active part in banking and 
civic affairs in Philadelphia. 


E. Chester Gersten 


The fiftieth annual election of officers 
held by the New York State Bankers 
Association, and the first ever conducted 
by mail ballot, resulted in the election 
of E. Chester Gersten, president of the 
Public National Bank and Trust Com- 
pany, New York City, to the Associa- 
ition’s presidency. 


MARK J. IGOE 


Mr. Gersten was born in New York 
City on July 3, 1889, and educated in 
New York Public Schools. i 
ous jobs not related to banking, 
entered the employ of the National 
Bank of Commerce in 1910. There 
Mr. Gersten worked in practically every 
department of the bank. He was ap- 
pointed assistant cashier in 1919, second 
vice-president in 1924, vice-president, 
1926, which position he held at the 
time he resigned at the end of 19286 
assume the presidency of the Public 
National Bank and Trust Company of 
New York to which he was elected in 
January, 1929. His home is in Mont 
clair, N. J 


Rodney P. Lien 


Rodney P. Lien, vice-president-comp- 
troller of The Cleveland Trust Company, 
has been elected treasurer of the Ohio 
Bankers Association. He succeeds L. A. 
Stoner, president of the Ohio National 
Benk of Columbus, in the treasurer's 
post. Mr. Lien has been with The 
Cleveland Trust Company for about a 
year-and-a-half, having come to the bank 
from his position as superintendent of 
banks in Ohio. 


John Tiebout, Jr. 


Robert A. Barnet, president of the 
Irving Savings Bank, New York, has 
announced the election of John Tiebout, 
Jr., as a member of the Board of Trus 
tees of the bank. Mr. Tiebout is presi 
dent and treasurer of W. and J. Tiebout, 
Inc., one of the largest and most promi 
nent marine equipment firms in New 
York which was established in 1853, 
just two years after the bank opened its 
doors for business. 


H. W. Auburn 


H. W. Auburn, formerly assistant 
vice-president and European represent 
tive of Manufacturers Trust Company, 
New York, has been appointed a first 
secretary of the British Embessy ™ 
Washington, D. C. Mr. Auburn was it 
charge of Manufacturers Trust 
pany’s representative office in London 
from 1937 to late 1940, since which 
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time he has been on leave of absence 
from the bank and has been connected 
with the British Embassy in Washington. 

Mr. Auburn was in active overseas 
service during World War I with the 
New Zealand Expeditionary Force, both 
as a er in the field and on the 
Artillery Staffs of the First Anzac Corps, 
Second Anzac Corps and XXII Corps, 
and was mentioned in Field Marshal 
Earl Haig’s dispatches. Mrs. Auburn 
is with her husband in Washington, and 
thei: only son is in the British Army, 
having been in action from the earliest 
days of the fighting in France before 
Dunkirk. 


E. H, Mitchell 


E. H. Mitchell, assistant superinten- 
dent of the Canadian Bank of Com- 


merce, head office, Toronto, has been - 


appointed second agent of the Canadian 
Bank of Commerce Agency in New York 
City. Some years ago Mr. Mitchell 
served his bank in New York as assist- 
ant agent and in the meantime has held 
important posts in the West Indies and 
in Canada. 


Kenton R. Cravens 


Kenton R. Cravens, vice-president of 
The Cleveland Trust Company, in charge 
of its personal loan and finance depart- 
ment, has resigned to become a vice- 
president of the Mercantile-Commerce 
Bank and Trust Company of St. Louis, 
effective July 1. 

Mr. Cravens, who organized the 
bank’s personal loan department in 

r, 1938, has spent most of the 
past two years, on loan from the Cleve- 
land bank, in Washington, to help set 
up the regulations for governmental 
control of consumer credit, and later 
for the administration of war produc- 
tion financing. More recently he has 

n an outstanding leader in the First 
and Second War Loan campaigns in 
Greater Cleveland, and has always been 
active in civic affairs here. 

In 1939 Mr. Cravens helped organize 
and was elected first president of the 

ers Association for Consumer 
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Credit, which later merged with the 
American Bankers Association. He is 
now chairman of the Consumer Credit 
Council of that organization. 

He came to The Cleveland Trust Com- 
pany after a long career in consumer 
credit work in various capacities with 
the Commercial Credit Corporation and 
the CIT Corporation. 


Joseph F. Ringland 


Joseph F. Ringland has been ap- 
pointed a vice-president of the Guaranty 
Trust Company of New York. Mr. 
Ringland comes to New York from the 
presidency of the Empire National Bank 
and Trust Company of St. Paul, Minn. 
He will be identified with the Guaranty’s 
Lanking department district that em- 
braces the company’s relationships in 
the states of North and South Dakota, 
Nebraska, Colorado, Kansas, Missouri, 
Oklahoma, New Mexico, Arkansas, and 
Texas. 

Mr. Ringland was born in, Wayne, 
Nebraska, in 1901, the son of Harvey S. 
Ringland, who was associated with the 
First National Bank of that city. He 
received his early education in Wayne, 
was graduated from Iowa State College 
at Ames, Iowa, in 1924, and in that year 
entered the employ of the United States 
National Bank of Omaha, Nebraska, of 
which he later became assistant cashier. 
From 1934 to 1936, he was vice-presi- 
dent of the Great Falls National Bank, 
Great Falls, Montana, and for the next 
six years served as president of the 
Stock Yards National Bank of South 
St. Paul, Minnesota. He became presi- 
dent of the Empire National Bank and 
Trust Compary of St. Paul in January, 
1943. He is a director of both last 
named institutions and of the North- 
western Mortgage Company of Minnea- 
polis. 


A. P. Giannini 


Following is the text of a recently 
authorized biography of A. P. Giannini, 
founder of the Bank of America, San 
Francisco, and chairman of the board of 
directors : 


Amadeo Peter Giannini, known affec- 
tionately to thousands as “A. P.,” is a 
“native son” of California, born on 
May 6, 1870, in the old Swiss Hotel at 
San Jose. (This modest house has 
since been displaced by a commercial 
building.) 

A few years later the family moved 
to a small farm at Alviso, near San Jose, 
where young A. P. attended grade 
school. When he was seven years old 
the family was left fatherless, and it was 
then the future financier first ga e evi- 
dence of the initiative and energy which 
made him great. Tiny tot that he was, 
he insisted on doing things around the 
farm to aid his widowed mother. 

After a time his mother married 
Lorenzo Scatena, then a drayman in 
San Francisco’s commission industry, 
later to become a leader both in the 
commission business and in banking. 
Scatena moved the family to San Fran- 
cisco and shortly ventured into business 
on his own account. 

Young A. P. continued his grade 
schooling in San Francisco, but instead 
of devoting leisure hours to childhood 
play he found more fascination in the 
game of business going on at his step- 
father’s commission house. As he 
neared the teen age, he contrived to 
find ways to make himself more and 
more useful about the place. 


Commission merchants, handlers of 
agricultural products begin their day 
about midnight, which was the hour 
Scatena left home for his place of busi- 
ness. Young A. P. was supposed to be 
asleep at such an hour, and his mother, 
mindful of his health and schooling, 
opposed his leaving with his stepfather. 
But the story goes that the little fellow 
usually contrived to be awake, and after 
he heard Scatena leave, he would slip 
out of bed and into his clothes and, 
shoes in hand, paddle softly downstairs 
to the street, where he would put on his 
shoes and gallop after “Pop.” 


In spite of the devotion of so much 
time and such odd hours to the work he 
loved, he lost no schooling. Rather, he 
topped all his classes and by the time he 
reached fourteen had mastered every- 
thing his teachers had to offer. Then he 
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devoted spare time to business 
but his main activity was the commis 
sion business. ie 

At school and at business 
A. P. took special pains to cultivate rol 
handwriting, (typewriters were not so 
universally used in the ’80s,) and he 
developed a fine flowing hand of which 
he was pardonably proud. About this 
time Scatena offered him a gold watch 
if he could produce a certain amount of 
new business. The youngster immedi- 
ately set about writing clear and ¢o- 
quent letters of solicitation to growers 
throughout the state. The result of this 
laborious pioneering in the field ‘of 
direct mail was a rush of business which 
won him even a finer gold watch than 
at first contemplated by “Pop.” This 
success with one form of advertising, by 
the way, was later to influence Giannini 
to blaze new trails for banking through 
resort to vigorous appeals for new busi- 
ness through all advertising media, with 
chief emphasis on newspaper space. 

By the time he was fifteen he had 
persuaded his stepfather to let him go 
along on h>rse-and-buggy buying ti 
into the country, and in a few m 
he had completely appropriated this 
job for himself. The Giannini gift for 
developing new ways of doing business, 
and doing more of it, came into full 
play. The fact that he was competing 
with veteran buyers merely added zest 
to his activities, and he won out through 
the application of enterprise, boundless 
energy and the application of a prit- 
ciple he worked out for himself; that in 
any deal he made both the buyer and 
the seller should be benefited. 

When he reached the age of nineteen 
his influence in the rapidly growing 
business was such that Scatena gave 
a one-third proprietory interest, 
increased it to one-half. 

On September 14, 1892, at the age of 
twenty-two, he married Clorinda Agnes 
Cuneo, daughter of a prominent 
Francisco family, and this union became 
famous as one of the happiest marriag® 
among American notables, continuilg 
until the death of Mrs. Giannini 2 
December, 1941. Three children wert 
born ofthis marriage: Lawrence Mamio, 
now president of the Bank of Ameritaj 
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Virgil, now deceased, and Claire, now 
Mrs. C. P. Hoffman. 


But in 1901, at the age of thirty-one, 
Giannini caused a mild sensation by 
calmly announcing his retirement. He 
declared that savings he had invested in 
real estate were now yielding him $250 
a month; that he would turn over his 
half interest in the business of the con- 
cern and they could pay him out of their 

rofits; this combined income, he be- 
Cod would be ample for his needs. 

However, his “retirement” proved to 
be merely a change of direction, the 
beginning of his real career. On the 
death of Joseph Cuneo, his father-in-law, 
he was asked to manage the estate. 
Cuneo had been director of a financial 
institution, the Columbus Savings and 
Loan Society, and A. P. was invited to 
occupy the vacant seat. 


Alive to the banking needs of smali 
business and the man in the street 
Giannini began to agitate for liberalized 
and expanded banking services, and 
while he found some supporters on the 
board, the maiority opposed any 
change. With typical Giannini initia- 
tive, A. P. simply gathered his adherents 
and organized a bank of his own across 
the street. 


. First quarters were established in a 
single first floor room, formerly occu- 
pied by a tavern. Original capital 


“investment was $150,000. Such was 
_ the humble beginning of what today is 
“the Bank of America N. T. & S. A, 


: largest branch banking system in the 
country with nearly three billion dol- 
lars of resources and more commercial 
and savings accounts than any other 
bank in America. 

On April 18, 1906, the bank premises 
were destroyed in San Francisco’s earth- 
quake and fire disaster, but not before 
Giannini and his small and courageous 
staff had removed all funds and papers 
and transferred them by horse and 
vegetable wagon to his home in San 
Mateo. As soon as order was restored 
to the stricken city, Giannini opened 
temporary banking facilities in a water- 
front shed and notified his depositors 
that their cash was safe and available to 
them, and that loans would be made 
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for rebuilding purposes and for the 
reorganization of business. Signifi- 
cantly, every loan made in the confusion 
of this crisis was repaid in full. 

For a time, operating headquarters of 
the bank were maintained in the home 
of A. P.’s brother, Dr. A. H. Giaanini 
(now deceased). Later, pending the 
construction of a handsome modern 
headquarters building in the heart of 
San Francisco’s financial district, the 
business of the bank was carried on in 
a real estate office nearby. 

The following year, 1907, Giannini’s 
uncanny prescience warned him of an 
impending financial panic. He accu- © 
mulated all the gold he could lay his 
hands on, and when the 1907 panic 
broke over the country his bank was 
fully liquid, relieving him of the neces- 
sity of resorting to the clearing house 
certificates which many other houses 
had perforce to use. His position at- 
tracted confidence, and when he ad- 
vanced gold to other local banks the 
financial recovery of San Francisco was 
rapid. 

This experience persuaded Giannini 
to turn to the principle of branch bank- 
ing for added safety and he began to 
acquire other banks and convert them 
into branches of his parent organization. 
By 1913 he had expanded into Southern 
California. Today, Bank of America 
covers the entire state of California, 
fully equipped branches in operation in 
307 communities. 

In 1919, Giannini formed the Banci- 
taly Corporation, forerunner of the 
Transamerica Corporation which came 
into being in 1928, and which today 
maintains substantial interests in many 
western banking, insurance and indus- 
trial organizations. A. P.’s son, L. M. 
Giannini, who had entered Bank of 
America as a youth and had forged his 
way upward through sheer ability, be- 
came president of Transamerica Cor- 
poration in 1930, and A. P. retired and . 
departed on an extended tour of Europe 
after installing Elisha Walker of the 
Bancamerica-Blair Corporation as chair- 
man of the board of directors. 

Although all his enterprises had been 
created on the ideal of service to the 
masses, the Giannini path was not 
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always smooth. Many obstacles to 
progress appeared from time to time, 
some of them political, some born of 
jealousy and some arising from’ fear 
and covetousness, but the Giannini 
energy and genius for resource, backed 
by public approbation, usually won 
through. 

One famous battle was the conflict 
with some ocastern financial interests 
represented by Elisha Walker. This 
developed soon after A. P. retired and 
deparied for Europe in 1930. Walker 
disposed of New York banking affilia- 
tions at “bargain” prices, but when 
raids on the California organization 
followed, the two Gianninis and their 
supporters rallied against Walker and 
his interests and the war of giants which 
followed shook the financial world. The 
eastern interests were routed and A. P. 


was reinstated as chairman of the board. 


of Transamerica Corporation. This 
victory ushered in a new era of progress 
for the Giannini organizations, which 
have since weathered further financial 
crises and political attacks of major 
proportions, emerging stronger and 
sounder than ever because of inspired 
leadership and continued tenacious 
clinging to the original Giannini ideals. 

“If our institutions have become 
great,” said A. P. recently, “it is by the 
consent of the people we serve. We can 
endure only by continuing that type of 
service. This we always intend to do.” 

When the nation became involved in 
the second world war it was a matter of 
great satisfaction to the Gianninis that 
the institutions they had created, and 
many other business and _ industrial 
, organizations they had aided financially 
as bankers, were on hand to provide 
vital facilities with which to prosecute 
the war. The wartime record of these 
institutions is a glorious chapter of 
American achievement still to be 
written. 

Of all the notable Giannini character- 
istics, the one which most attracts the 
affection and loyalty of his associates 
is the human warmth of his personality. 
Perhaps the key of his whole success 
is his urge to do something to improve 
the lot of those around him. He has 
developed men of outstanding talents, 
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but he remains mindful of the 
Stories of his benefactions are 
but many more are known only to those 
benefited. Physical and mental giant 
that he is, imposing in his achiev 
fierce in his battles and indomitable in 
courage, yet he loves people. His great 
monument is the giant business structure 
he has created, not because of its physi- 
cal size or its billions of dollars ip 
resources, but because it serves the — 
multitude. 

8 


H, L. Streeter 


H. L. Streeter of Boise, Idaho, has 
been selected as secretary of the Idaho 
Bankers Association to succeed E. W, 
Porter, deceased, and to. serve until the 
next regular election of the association. 


George D. Prentice 


George D. Prentice, vice-president 
and cashier of the Marine National 
Exchange Bank, Milwaukee, Wis., has 
been elected president of the Wisconsin 
Bankers Association. 


A. F. Hauck 


A. F. Hauck, formerly assistant 
cashier of the Tradesmen’s National 
Bank and Trust Company, Philadelphia, 
has becn appo'~ted assistant vive-prest 
dent. He will be in charge of the 
foreign exchange deparsment. 


Fred Stocker 


Fred Stocker, formerly foreign ex 
change clerk has been appointed assist 
ant cashier of the Tradesmen’s Bank 
and Trust Company, Philadelphia. 


Conventions 


Nat’! Ass’n of Bank Auditors & 
Comptrollers 


Ottmar A. Waldow, comptrolle:, the 
National Bank of Detroit, and president 
of the National Association of Ban 
Auditors and Comptrollers, has a 
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nounced in the current issue of National 
Auditgram, their official publication, 
that because conditions of travel, due to 
war times, have not materially improved 
since 1942, and because of the serious 


shortage of administrative men in banks 


and the consequent difficulty for the 
members to leave their positions, the 
executive committee decided to follow 
the precedent of 1942 and not hold a 
general convention. 

However, an abbreviated annual 
meeting will be held in Detroit, Mich., 
September 24, 1943, to elect officers 
and to transact such other business as 
would ordinarily come before such a 
meeting. 

Mr. Waldow has asked that each of 
the fifty organized conferences name a 
delegate tu attend this meeting. 


Ohio Holds 1-Day Convention 


A determination to finish the war job 
and a warning against possible destruc- 
tion of the private enterprise system 
featured the one-day fifty-third annual 
convention of the Ohio Bankers Associa- 
tion held in Columbus, May 26. 

All speakers and the formal resolu- 
tions urged continued work on the part 
of banks in selling war bonds; financing 
war industry; financing agricultural 
credit; control of inflation; freezing of 
enemy funds; baniring of retailers’ 
raton coupons; an) the many other 
normai and unusuai tasks falling to the 
nation’s banking system. 

The warnings came in connection with 
government competition with private 
business and errors of post-war planners 
despite the wisdom of planning. 

“Socialized credit means eventually a 
socialized state,’ A. L. M. Wiggins, a 
South Carolina banker and first vice- 
president of the American Bankers 


. Association, warned as he said the time. 


had come for the Federal government 
to withdraw from the field of competi- 
tive lending and permit private capital 
to finance industry, commerce and 
agriculture. 

“Private credit can not live in the 
Same economic society as socialized 
credit. It is a fight in which every 
citizen is vitally interested because the 
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outcome may determine the pattern of 
economic life of this nation for the 
future. The American Bankers Associa- 
tion is providing the leadership.” 
After citing the many public services 
which banks are performing, Mr. 
Wiggins said, “The least the government 
can do in recognition of the great con- 
tribution being made by banks in the 
war effort is to withdraw its competition 
from fields of credit in which private 
capital is adequate to serve the needs 
of the public and stop the waste of tax- 
payers’ funds that service these unneces- 
sary government credit agencies.” 
post-war planning, Alan H. 
Temple, vice-president of the National 
City Bank of New York, warned, “The 
benefits of study of post-war problems 
are obvious. The errors into which the 
planners may fall are less apparent. 


’ Admirable intentions do not necessarily 


make sound and effective programs. 
There is real danger in believing that ~ 
out of these studies may come formulas 
which will solve all our difficulties. If 
we inspire false hopes we can only meet 
disappointment, and if we are led on the 
wrong track positive harm may result.” 

Inspiring goals may not fit in with 
practicable business and _ industrial 
realities and failure to reach impracti- 
cable goals may subject the private 
enterprise system again to unjustified 
indictraet, Mr. Temple pointed out. 

“Another danger,” he said, “is that 
responsivility for providing universal 
and constant employment may be placed 
upon employers alone without regard 
to terms upon which labor will work 
and without providing an environment 
of favorable public policy. 

“The third danger is that post-war 
programs will provide for overhead 
control of business. The more they do 
so the less likely are they to be either. 
practicable or beneficial. The private 
enterprise system by its very nature has 
no overhead organization; if it acquires 
one it will cease to be private enterprise. 
The term ‘business’ refers to hundreds 
of thousands of firms, not to an entity. 

“Business men should gain in co- 
operation; they should gain in social 
mindedness; but no business can afford 


to get far away from its competitive . © 
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problems. It can only produce goods 


it can sell and, in the long run, sell at 
a profit. Otherwise, there will soon be 
no business.” 

In the future as in the past, economic 
progress will result chiefly from efforts 


of people who study how to make new 
products or render new services, how to 
improve old products and make produc- 
tion and distribution more efficient, Mr. 
Temple concluded. 

- Emerson J. Boyd, president of the 

Second National Bank, Warren, was 
elected president of the association to 
succeed E, D. Reese, president of the 
Park National Bank, Newark. Paul M. 
Eliot, secretary-treasurer of the Farmers 
Savings and Trust Co., Mansfield, was 
chosen vice-president. Rodney P. Lien, 
vice-president of the Cleveland Trust 
Company, was named treasurer. 

Other speakers and their subjects on 
the one-day program were William 
Duncan, Jr., secretary of the Minnesota 
Bankers Association, “Ration Coupon 
Banking”; Major William P. Averill, 
“Selective Service”; William Powers, 
deputy manager of the American Bank- 
ers Association, ‘Bank Personnel Prob- 
lems”; and Governor John W. Bricker 
of Ohio. 

There were no social events in con- 
nection with the meeting. 


Chicago Bank Women 


Officers of the Association of Chicago 
Bank Women elected for the ensuing 
year at the annual meeting of the 
Association held recently are: President, 
Etheldred S. Taylor, Chicago Title and 
Trust Company; vice-president, Ann 
Lawless, Federal Reserve Bank; secre- 
tary, Mary Alice Longland, Terminal 
National Bank; treasurer, Marian W. 
Mills, First National Bank. 


Chicago Auditors’ Election 


William E. Harrison, assistant audi- 
tor, City National Bank and Trust Com- 
pany, Chicago, was elected president of 
the Chicago Bank Auditors Conference 
at its final meeting of the 1942-43 series, 
held June 10 at the Palmer House. Mr. 
Harrison has been serving the group as 
its vice-president. Other officers who 


moved up in accordance with the estab. 


lished tradition of succession, are: 


Philip H. Cordes, auditor, Lake Shore 
Trust and Savings Bank, vice-president: 
and Donald J. MacDonald, assistant 
auditor, Northern Trust , 
treasurer. The newly elected 
—Frederick C. Messenger, auditor = 
controlier, The Merchandise National 


_Bank of Chicago. 


The Chicago Conference is one of the 
original members of the National Asso- 
ciation of Bank Auditors and Comp. 
trollers which is composed of fifty 
conferences, functioning in the principal 
banking centers of the nation. 





Convention Dates. 


Owing to war conditions, conventions 
are subject to change and cancellation. 
June 25-26—Michigan Bankers Associa- 

tion. Grand Hotel, Mackinac Island. 

July 1—Maine Bankers Association. 
Augusta House, Augusta, Maine. 

September 5-7—Iowa Bankers Associa- 
tion. Hotel Fort Des Moines, Des 
Moines, Iowa. 

September 9-10—Maine Savings Bank 
Association. Poland Spring House, 
Poland, Maine. 

September 12-15—American Bankers 
Association. War Service Business 
Meeting. Hotel Waldorf Astoria, 
New York, N. Y. 

September 22-23 — Financial Adver 
tisers Wartime Membership Meeting. 
Edgewater Beach Hotel, Chicago. 

September 24—National Association of 
Bank Auditors and Comptroller, 
Detroit. 

eo 


Personnel 
‘“‘Your Bank and Your Job” 


Since banks do not have merchandise 
to sell but only intangibles—service and 
credit—the human element . most im 

ortant in every phase of banking 
saliatiot, Lawrence F. Stern, president, 
American National Bank and a 
Company of Chicago, declares ™ the 
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foreword of “Your Bank and Your Job,” 
a 48-page publication recently published 
by the bank for its employees. 

The book is the latest activity in the 
pank’s public relations program, an 
important part of which is being devoted 
to creating the best possible employe 
relations which officials believe are more 
important now than ever before. 

“*Your Bank and Your Job’ is de- 
signed primarily for new employes in 
. Jrnging a quick understanding of the 
spirit of our bank and breaking down 
the strangeness that comes with new 
surroundings and new associates.” The 
book, however, has been distributed to 
all employes of the bank to whom “it 
should be of interest in bringing a 
clarification of the practices in which 
they have already become established.” 

The foreword continues, “To all, an 
. occasional re-reading of these pages is 
recommended. In our accumulation of 
day-to-day experiences, it is easy for us 
to lose sight of the long-range policies 
and ideals which should direct our 
activities. This book, frequently con- 
sulted, can be our guide on the road to 
success, both for the bank and for our 
individual careers.” 

The contents of the book are divided 
into six major sections, the first section, 
“The Bank and Its Services,” describing 
the services rendered by the principal 
departments of the bank and the oper- 
ating divisions into which they are 
divided. This material is not intended 
a a guide for operating procedure, but 
rather gives the employe a knowledge of 
the bank services from the customer 
standpoint and also an all-over picture 
of the bank’s operations. 

Section IJ, “Personnel Policies and 

ices,” covers the general policies 

of the bank in such matters as working 
hours, salaries, promotions, absences, 
vacations, and a number of other mat- 
tes. This material is not presented in 
Ypical “rules and regulations” style, 
Tather reasons are given for the 
Policies established and the co-opera- 
tion of the employes is urged. The third 
ection has to do with “Employe Wel- 
_ covering education, insurance, 
lon Trust, and other subjects such 

#8 the bank’s new lunch room and its 


weekly publication “The American 
Eagle.” 

Section IV presents for the employe 
a series of brief essays on the special 
qualities of character and personality 
which are essential to the achievement 
of success in a banking career. The 
fifth section is devoted to a discussion 
of the proper treatment of the bank 
staff's real “boss”—the customer. Fol- 
lowing a general discussion of such 
matters as courtesy and confidential 
treatment, detailed suggestions are made 


concerning personal contacts, telephone 


‘ contacts, and correspondence. The final 


section of the book deals with general 
operating regulations of the bank, about 
which all employes are expected to be 
informed. 

The book was written by Robert 
Lindquist, advertising and public rela- 
tions officer, and is thought to represent 
a, new development in the publication 
of bank manuals in that it sets up such 
a complete guide for employes, both new 
and old. 


To Reduce Absenteeism 


A twenty-five dollar War Bond Con- 
test has been inaugurated by the First 
National Bank in Palm Beach, Florida. 
“The purpose,” writes R. E. Conn, vice- 
president, “is to keep our employes 
from working overtime, to make them 
a little more punctual in clocking in and 
out at lunch time, as well as to reduce 
absenteeism (already at a minimum).” 

Following is the text of the contest 
rules: 


TO ALL EMPLOYEES OF THE First 
National Bank. YOU MAY BE THE 
LUCKY WINNER OF A $25 WAR BOND 
COMMENCING June 18th, 1943 and every 
two weeks thereafter, until further notice, 
the First National Bank in Palm Beach will 
give away FREE, a $25 War Bond to an 
employee of this bank under the following 
plan (Officers excluded) : 

The name of each First National Bank em- 
ployee will be placed in a hopper. One name 
will be drawn from the hopper on Friday 
morning June 18th and every two weeks 
thereafter, and the lucky person, whose name 
is drawn, will receive a $25 War Bond Free; 
PROVIDED: 


1. That the employee has not missed one 
day of work preceding the drawing with- 
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out being excused by an officer of the 
bank in writing and delivered to the 
Judges. 


. That the employee has not had any over- 
time for the two weeks’ period preceding 
the drawing. (Not worked over 40 
hours each week). 


. That the employee has clocked in and 
out properly each work day during the 
two weeks’ period preceding the drawing. 


. If, when the employee’s name is drawn, 
that employee’s record does not comply 
with the regulations stated in Nos. 1, 2 
and 3—then the bond or bonds he or she 
might have won, will be added to the 
next two weeks’ period and so on, until 
the jack-pot is officially won according 
to this plan. 


THERE ARE NO STRINGS—IT’S UP 
TO YOU TO SEE THAT YOU BECOME 
A LUCKY WINNER. 


ABA Personnel Manual 


A manual of wartime personnel ad- 
ministration for banks has been pre- 
pared by the Department of Customer 
and Personnel Relations of the Amer- 
ican Bankers Association and is now 
ready for distribution, it is announced 
by William Powers, deputy manager of 
the A.B.A. who is in charge of the 
department. 

Based upon six months of study and 
on personnel conferences held by the 
A.B.A. in every Federal Reserve district, 
the manual consists of twenty-three 
sections containing analyses of bank 
personnel shortages in wartime and 
related problems. 

Chief among these twenty-three sec- 
tions are those dealing with “Sources 
of Staff Replacements,” “Women in 
Bank Work,” “The Forty-Eight Hour 
Week,” “Deferment Experience” and 
“Deferment Procedure” adopted by 
many banks, and a discussion of the 
War Manpower Commission’s “Man- 
ning Tables.” 

The conferences out of which much 
of the factual information contained in 
the manual was developed consisted of 
a series of personnel clinics held in 
recent months throughout the country. 
Fifteen hundred bank officers who at- 
tended these clinics will receive copies 
of the manual, which summarizes the 
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information presented at the meetings 
by bank personnel men. ae 

The manual outlines the additional 
services which banks have been called 
upon to perform because of the war, 
such as ration banking, war production 
and government financing, foreign 
funds control and factory payroll 

“In addition to war activities, 
our financial institutions are expected 
to, and will, carry on most of their usual 
functions,” the manual states. “The 
ordinary, everyday banking facilities 
for deposit, withdrawal, exchange, trans- 
fer, collecting, lending, investing and 
safekeeping are far more important now 
than in so-called normal times. : 

“Maintenance of these functions is 
the responsibility of the banking system. 
It is endeavoring to carry the full 
in spite of the handicap occasioned 
through loss of many of its trained . 
personnel to military and other pur 
poses,” 
Copies of the manual may be obtained 
at A.B.A. headquarters in New York. 


‘“‘A Bank Tells Its Story’’ 


The East River Savings Bank, New 
York City, announces the shortage of 
manpower and the current crisis in 
sonnel training is being partially solv 
by a correspondence course of training 
entitled “A Bank Tells Its Story.” 

The correspondence course. gives the 
bank an opportunity to inform the 
trainees of significant historical fads 
concerning the bank, the ideals of the 
officers and trustees, as well as required 
rules and regulations of operation and 
public relations policies. It is pu> 
lished more or less regularly each week, 
consists of several 8} x 11 duplimat 
pages (depending on amount of 
required to cover a subject), has a 
cover of different colors each 
which lists current chapters 
“coming attractions.” : 

The course is designed on an & 
formal easy style so that all employes 
will be able to absorb it easily. 

Chapter titles include: : 

“Our Ancestors Were ‘Gentlemet 
and Tellers.” “y 
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“Sentimental? Yes, and We Like It.” 

“We Spread Our Wings.” 

“Control Yourself{—Or The Auditors 
Will.” 


Report to Employees. 


Continuing the company’s policy of 
fully informing employes as to man- 
agement’s plans and policies, Peoples- 
Pittsburgh Trust Company recently re- 
leased, over the signatures of Louis H. 
Gethoefer, chairman, and Gwilym A. 
Price, president, its third annual report 
to employes. Peoples- Pittsburgh was 
among the first banking institutions to 
publish such a report. 

Dedicated to the men and women 
employes now in the armed services, the 
report stresses the manifold relation- 
ships of the bank and its personnel to 
the war effort. More than one-fifth of 
the bank’s male staff are already in 
uniform, and those remaining are 
strongly encouraged by the manage- 
ment to continue their participation in 
civilian activities. In the matter of war 
— loans, in which Peoples- 

ittsburgh has* been active, employes 
are peti to look behind the figures on 
the books and realize that banks are “an 
essential factor in the production of the 
tools of victory.” 

The first year of Peoples-Pittsburgh’s 
profitsharing plan resulted, the report 
states, in an average increase of 9 per 
cent in monthly salaries of all employes 
recelving $250 or less. The bank has 
also installed job evaluation and merit 
Tating plans as a basis for the deter- 
mination of all salaries, promotions 
and transfers. Neither these procedures 
nor the profit-sharing plan served to 
restrict promotions or salary increases, 

report says. “On the contrary, 
there has been enhance. seeselinie 
advancement as employes demon- 
— fitness for greater responsibili- 


: The bank’s pension plan was further 
ized during the year, with com- 

Pay contributions amounting to more 
four times those of employes. A 
Sfoup insurance plan also is maintained. 
a htmoted by the officers’ words: “In 
future, as in the past, you will be 


informed as to all steps taken which are 
of interest to you, so we may all work in 
a common cause,” the report covers in 
detail the bik’s operations and their 
results during the year. Included are 
facts as to the increase in deposits to an 
all-time high, the company’s lending 
services to more than 26,000 corpora- 
tions and individuals, the strengthening 
of the bank’s financial structure, the 
expansion of its branch system, and the 
100 per cent activity of its employes in 
obtaining new business. 


Making the Most of Present Personnel 


In filling up the gaps in personnel 
caused by War manpower shortages 
banks are too apt to advertise for new 
staff members rather than to study how 
present personnel may be utilized and 
trained for more important. jobs. This 
was the theme of a recent address by 
J. Stanley Brown, personnel director of 
the Chemical Bank and Trust Company, 
New York, at a recent Savings Banks 
Auditors and Comptrollers Forum. Mr. 
Brown said in part: 


‘There are just too many experienced 
men and women remaining in the same 
jobs they’ve occupied ten years or more 
—while we advertise for trained people 
for the higher classifications. Industry 
puts its old-timers through a process 
called “up-grading” — which means 
nothing more than the redistribution of 
diminishing trained reserve; but we 
bankers—too many of us-—we ‘adver- 
tise”! 

“The human tendency is to assume . 
that because a man or woman has been 
in a job ten years or so, that is the best 
job he is capable of filling. What 
about Willy Smith—now Major of In- 
fantry—who was with us ten years ago 
and so far as executive ability is con- 
cerned we never gave him a tumble. 
There’s a Captain of Artillery—now in 
Africa—and all we saw in him was 
bookkeeping! The Army and Navy 
have discovered capacities and cap- 
abilities which we have never sensed in 
years of close contact with him. They 
are teaching us a big lesson in the 
development of executive supervisory 
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ability. The lesson is that men and 
women develop a sense of responsibility 
only as they are given an opportunity 
to develop it. 

“The best answer to the current per- 
sonnel problem is to keep the personnel 
we now have.” 


Proper Nourishment for Employes 


Cafeterias and other facilities for 
providing nourishing food to employes 
during working hours are receiving 
more attention from industrial execu- 
tives than ever before, not so much as 
a matter of humanitarianism as a means 
of facilitating production, according to 
The National Industrial Conference 
Board which recently completed a de- 
tailed study of industrial lunchrooms in 
wartime. 


Pressure for the utmost in production, 
the enormous influx of women into 
industry, the location of many new 
industrial plants far from ordinary, 
commercial restaurant facilities com- 
mon in the larger centers, and conges- 
tion in the older production centers 
which has over-taxed existing commer- 
cial eating places are listed among the 
more important influences responsible 
for the rapid rise in company arrange- 
ments for feeding their own employes. 

Experience gained during World War 
I and subsequent studies of nutrition 
and personal efficiency are regarded as 
having established proper nourishment 
as an essential to maximum productivity 
of the workers, leaving only the question 
of how best to assist employes to main- 
tain full vigor. and efficiency, the Board 
finds. “The war and the call to the 
nation for every ounce of production 
have given company cafeterias an op- 
portunity to play a more important role 
than ever. Production must be main- 
tained and increased despite every 
transportation difficulty, decreased lunch 
periods and the strain of overtime. In 
the opinion of sqme, a well-run cafe- 
teria can be an important factor in 
attracting desirable employes, main- 
taining good attendance, and helping 
employes to exert maximum effort 
toward full production.” 
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There is general recognition, 
Board continues, that women need 
frequent relaxation than men, 4 
larly as they are often called upon tp 
perform the most monotonous tasks in 
the factory. “Much of the fainting and 
many of the accidents which occur 
among them are attributable to prevent. 
able exhaustion,” it finds. “The p: 
lems arising from the lack of jing 
nourishment” are cited, and are held to 
be not confined to women. It is pointed 
out that in England it has been found 
that nearly 70 per cent of the working 
population goes to work either without 
any breakfast at ail or with a light and 
insvfficient meal, and it is believed that 
the same thing, though with less fre 
quency, occurs in this country. 

In discussing recent trends in indus 
trial food service, the Board says: 

“While the beginnings of 
feeding were merely centered around 
need of making food available for em- 
ployes, more recent trends have been 
toward increasing the choice of nourish 
ing foods which employes may obtain 
in the company’s cafeteria. The menu. 
of twenty-five or thirty years ‘ago was 
repetitious: employes soon knew the 
menu for each weekday and little change 
was made from one week to another. 
But variety is necessary if patronage is 
to be held. As one cafeteria manager 
has said: “Twenty-five years ago we 
were able to get by with no selection, 
or at least with a choice between two 
meals. Today we have eight hot dishes, 
eight to ten salads, and as many #® 
twelve different sandwiches on the 
menu, and still we are forced make 
up additional varieties on order. } 
ployes of today would almost sacrifice 
food quality to avoid food monotony. 

“The new attitude of companies 
toward the value of nourishing food has 
changed a number of items sold @ 
cafeterias. Some managers feel that @ 
few employees are inclined to rely @ 
candy as a substitute for a full 
thereby defeating the purpose of colt 
pany feeding facilities. In imstancs 
where candy sales have been 
cafeteria managers claim that more full 


meals are served, while the substitution 
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of milk dispensers for those of soft 
drinks maintains the liquid volume sold 
and increases the nourishment obtained 
very. considerably. The substantial 
mark-up on candy and soft drinks for- 
merly helped to sustain the cafeterias. 

“The types of services operated in- 
clude restaurants, cafeterias, lunch- 
rooms, lunch counters, some of which 
are supplied from a central kitchen and 
some prepare foods, and mobile units, 
or modernized lunch wagons resembling 
an electrically equipped trailer. A few 
companies with limited space distribute 
box lunches among their employees, and 
in this manner eliminate the need for 
cooking or seating areas. Lunches are 
eaten in the employees regular working 
space or, if yard space and weather 
permit, they are taken outside. Locked 
boxes are placed at convenient intervals 
throughout the plant and daily menus 
are attached to the wall near these 
boxes. The employe makes his selec- 
tion and puts his order in the box, 
attaching the appropriate amount of 
money. Payment for orders as they are 
placed eliminates pranks. It is usually 
required that employes who wish lun- 
cheon must place their orders at least 
two hours in advance of delivery time. 
In this way, the orders may be collected 
= enough to allow time for prepara- 

n. 

“The Board finds that centralized 

g units are preferable in most 

cases, as they provide a change of 
atmosphere while eating. Furthermore, 

eterlas and restaurants are more 
successful from the nutritional stand- 
point, because the patrons purchase 
more food there than in mobile units or 
at lunch counters and therefore come 
Nearer to satisfying their dietary re- 
quirements. However, when the space 
required for a cafeteria or restaurant is 
lacking and the distance from one part 
of the plant to another is too great for 
easy access in the time allowed employes 
for lunch, the management may decide 
upon either mobile units or scattered 
lunch counters. Both mobile units and 
“attered lunch counters are usually 
supplied from a central kitchen.” 

It is logical to have separate dining 


facilities for. foremen and executives, 
especially in wartime, the Board ob- 
serves. Much of the business which 
company officials transact with outside 
representatives is carried on at lunch 
time. A number of foremen’s meetings 
take place at the luncheon table. 

One company employing about 8,000 
workers maintains a cafeteria, an execu- 
tives’ dining room, and a foremen’s 
dining room. The prices charged in the 
dining rooms are slightly higher in 
order to cover the added costs of per- 
sonal service. The executives’ dining 
room is, by rule, restricted to use by 
executives. 

There are those, however, who believe 
that “the provision of a separate dining 
room for the supervisory force creates 
dissatisfaction on the part of all em- 
ployes not included—that it is con- 
ducive to class feeling. To avoid this, 
a number of companies place a cover 
charge on dining room service; others 
charge slightly higher prices. This 
treatment of the problem is fair to 
supervisors and factory personnel 
alike, since it allocates the higher cost 
of restaurant service to restaurant pa- 
trons alone, rather than spreading it 
out over the whole operation. Many 
lunchroom supervisors feel that the bad 
effects of separate facilities are exag- 
gerated, that restrictions on the use of 
the dining room are unnecessary, and 
that rules rather than the restaurants 
themselves cause whatever hard feelings 
that may be present. Furthermore, it 
is said that there is no problem in plants 
where workers and supervisors have a 
different lunch period. 

“There may be situations which neces- 
sitate the segregation of men and women 
diners in industrial lunchrooms, but 
most cafeteria managers and personnel 
advisers are not in sympathy with the 
practice.” 


‘*Be Ten Years Younger’’ 


With the increasing use of middle- 
aged and past middle-aged workers in 
wartime business and industry there is 
a real need for educating these older 
workers to a younger point of view. The 


subject is ably discussed by Worth 
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Colwell, president of Korbel & Colwell, 
Inc., Public Relations Counsel, New 
York, in a recent article. Mr. Colwell 
said in part: 

What is needed is a nation-wide “Be 
Ten Years Younger” campaign. To 
accomplish it, group leaders must be 
made to see that it is important and 
must be asked to cooperate. There are 
several big reasons for it. (No, it is 
not beauticians’ nor cosmetics pur- 
veyors’ propaganda. It is not sponsored 
or inspired by any commercial interest) . 

Industrial executives have learned 
that past-middle-aged people joining an 
organization, tend, to a degree, to dis- 
rupt the routine because their old ideas 
and set ways will not dovetail with the 
new. They incline towards stubborn- 
ness, do not understand young people 
and are liable to precipitate petty 
quarrels which spoil morale. 

In order to produce efficiently, these 
older workers must be made happy at 
their work. Many of them find it hard 
to adapt themselves to new procedure 
and working hours. 

Well, they must learn that they will 
have to try to modernize. At first this 
sounds like a large order—difficult in- 
deed—but many are trying it in widely 
varied industries, and according to 
reliable reports, they soon discover, to 
their surprise, that they like it after all! 

On the other hand, young people in 
organizations must learn to become 
more tolerant of their elders among the 
new employees. It will just have to be 
that way, for the greater the lack of 
harmony, the poorer the efficiency and 
the longer will be the d duration. 

There is the adage that you cannot 
teach an old dog new tricks. Applied 
to humans in war time this is largely a 
fallacy. Anyway, an old dog can teach 
himself new tricks if he so desires. The 
urge, of course, must come from within. 
The past-mi‘id!c-age man or woman who 
is replacing a younger person will 
simply have to say to himself or her- 
self: “I am starting out on a new road 
and I must forget that I’m an ‘old- 
timer.’ I am doing a younger person’s 
work and therefore I must make myself 
feel younger. Just because I am getting 
gray and the kids have grown up, I’ve 
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been telling myself I’m growing 
That has been largely a state of m 
and an excuse to take things : 
like other people. Now, instead of te 
ing my age,’ I must think younger and 
act younger —ten or possibly fiftee 
years younger. And in this \ysical 
approach to the matter, if I discover 
that I am inclined to be a grouch, now 
is the time to stop being one and tp 
practice wearing a smile. a 

“And if I try hard, b’jabers, I can do 
it! 

“T must endeavor to remember, in 
clipping some years off, that many 
things have happened during that 
period. Thinking processes have 
changed. Americans today are les 
inclined to get angry with one another 
over trifles. I must not talk too much 
about how good I was years ago. Also, 
it would not be a bad idea for me to 
consider carefully and try to catch the 
view-point of my kids, and neighbors’ 
kids, and the youngsters working with 
me—instead of the customary criticizing 
and scoffing at their crazy modern ideas, 
Maybe, now that I have to mix with 
them, their happy-go-lucky viewpoint, 
their esprit de corps, will be contagious 
and have a rejuvenating effect upon me. 
Gee!—might help me to overcome a lot 
of brain-fag—just being conscious of 
the fact that I’m thinking younger. It 
stead of kids ‘making me sick,’ they may 
make me feel fine, for they are bound to 
bring back memories of the days when 
I was only a colt. 

“I must get over the silly idea that 
I am over-burdened with responsibil 
—we all are. That is just what winning 
the war is going to mean! : 

“] shall have to resign myself to doing 
new things in a new way, and I'm mo 
going to be jealous of those lesser yeals 
who are stronger, quicker or. possessilg 
keener eyesight, or who are better-look 
ing than I am. 4 

“I intend, of course, to work to the 
best of my ability, for I have not for 
gotten how to work. On the other nant 
if, like so many others of my age; I have 
forgotten how to play, I must earn all 
over again, because ‘all work and m0 
play. makes Jack, etc.’ I must know how 
to relax. I’ve got to learn how to 
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whatever recreation I take do me some 

I must have some pleasant com- 

tion at times for the hard work I 
shall be called upon to do. 

“No, I don’t intend, necessarily, to 
become a jitterbug or a rug-cutter, nor 
shall I ruin my heart trying exercises 
that are too strenuous. I shall be sen- 
sible, and one way to be sensible will be 
to make the effort to understand, to be 
more sympathetic with, and to get 
along with the juvenile-minded people 
working around me. Maybe I'll find 
I've been missing a lot of fun while I’ve 
been growing middle-aged. As for the 
older ones who are in the same boat 
‘with me—well, perhaps I'll get along 
better with them if I can ‘kid’ them into 
believing that they, too, have the bloom 
of youth still on, or returning to their 
cheeks. People like to be flattered. 

“But no one can teach me this or 
pound it into me. J must teach myself!” 

As for the young employe—he or she 
must try to be a good sport and learn 
to say: “I realize that war conditions 
necessitate having middle-aged people 
on the staff—people, who in peace time 
would not be working. They are sincere 
and earnest and for the most part darn 
good workers. Let’s give them a ‘break’ 
—do our best to bring about better 
mutual understanding. 


A, B. A. 
Plans for Third War Bond Drive 


Plans for the forthcoming Third War 
Bond Drive, which will begin in late 
September and last three weeks, are 
already well under way, according to 

- L. Hemingway, president of the 
American Bankers Association, in an 
address before the annual convention of 
the Missouri Bankers Association. Mr. 

ay is president of the Mercan- 
erce Bank and Trust Com- 
pany, St. Louis. 

He described the Treasury’s new 
Sate organizations for conducting the 

cing drive, which will be used for 
first time in the September cam- 
Palgn, and urged all bankers to co- 


operate fully. in making the drive a 
success by assisting the War Bond 
organizations now being formed in each 
state. 

Mr. Hemingway declared that the 
Committee on War Borrowing of the 
American Bankers Association has re- 
ceritly taken part in a conference with 
the Treasury and the Federal Reserve 


officials at which the September cam- 


paign and the new state organization 
system were discussed in detail. 


He asserted that Secretary Morgen- 
thau “intends to create the best or- 
ganization possible in each state,” and 
that the secretary “urgently desires the 
continued assistance and co-operation 
of all the persons who heretofore 
participated in the War Savings activi-. 
ties and in the work of the Victory Fund 
Committees.” 


A book that provides in one volume 
a Complete Banking Library 


GLENN G. MUNN’S 


ENCYCLOPEDIA 


of Banking and Finance 


An indispensable work of reference for the banker, 
broker, business man or student 


ERE is a book that contains 865 
pages and over 3500 terms relating 
to money, ¢ ng practice, 
history, law, accounting and organiza- 
tion, foreign exchange, trusts invest-. 
ments, speculation, markets and broker- 


age. 

With this convenient volume on your 
desk you are in a position to answer 
any question which may arise pertain- 
ing in any way to banking, investment 

All market terms and 
operations are carefully described. 

An important feature is the bibli- 
ography given at the end of each term, 
referring the reader to sources of addi- 
tional information on any subject in 
which he is particularly interested. 
Why not examine a.copy at your own 
desk at our risk? 


Sent Postpaid for 5 Days’ Free Examination 


——— Use Tiais Reply Form “~~~ ™ 


Send me for examination a copy of 
Munn’s Encyclopedia of Banking and 
Finance. Within five days after its 
receipt I will send you the price, $8.50, 
or return the book. 
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“The leaders of the new organizations 
have already been selected in some 
states, and they will be named as rapidly 
as possible in others,” Mr. Hemingway 
declared. “The governors of the Federal 
Reserve System and the presidents of the 
twelve Federal Reserve banks have 
offered their full co-operation and gur 
committee on behalf of the American 
Bankers Association has assured the 
secretary of the continued support of 
our members.” 

Mr. Hemingway traced the develop- 
ment of the new state organizations for 
conducting the forthcoming Third War 
Bond Campaign. He asserted that as a 
result of the experience obtained in the 
First War Loan Drive, “the Treasury 
decided that better results would be 
obtained if both the War Savings 
organizations ana the Victory Fund 
Committees joined forces in the Second 
War Loan Drive of last April.” 

“The U. S. Treasury War Finance 
Committee was therefore set up to co- 
ordinate the combined activities of the 
two groups in that campaign. The 
president of the Federal Reserve. banks 
headed the new U. S. Treasury War 
Finance Committees in the respective 
districts and the sales were made 
through an organization which combined 
the efforts of War Savings and Victory 
Fund Workers. 

“The secretary stated to us that his 
advisors had told him that the results 
of this drive definitely proved the ad- 
vantage of having a single organization. 
They unanimously recommended to him 
that the sale of government securities be 
placed in one organization under one 
head. This immediately raised the 
question of how to integrate the two 
groups. For reasons that seemed com- 
pelling to him, Secretary Morgenthau 
decided to create the new organization 
along state lines, so that for the Third 
War Loan Drive, each one of the forty- 
eight states and the District of Columbia 
will have its own organization,” Mr. 
Hemingway said. 

He asserted that Secretary Morgen- 

ed with the out- 


come of the previous financin, 
“but he realizes that continuall 
sums must be raised, and he ig s 
to adopt the best possible x 
raising the money,” Mr. 7 
declared. , 
Turning to the activities of | 
ment farm lending agencies, ¥V 
ingway said that there are now 
two agencies in the Federal Go 
that are lending money to | 
“Some of these are of long st 
he said. “Others were in stitu 
emergency purposes such as th 
and Emergency Crop and Fee 
Others like the Farm Secunia 
tration were put in operation t 
social benefits. r 
“The American Bankers Ass 
has given out a statement of pe 
cerning these agencies, and | 
emphasize that the officials 
association are working will 
framework of that policy. | 
know, a bill has been introd 
Congress to abolish the RACC,” 
supporting that bill and expect 
sent testimony when the public! 
on it are held. . 
“We have also urged that theg 
ment recapture the capital th 
put into these agencies, su h 
Production Credit Associations 
were intended to be co-opers tive 
tions. As pure co-operative assd 
we can have no objection tot 
perhaps it was a wise policy 
government to start them of 
subscription to their capital fu 
it seems to us that after this | 
time the government’s money 8 
returned, because these associa 
now of age and should stand 
own feet,” Mr. Hemingway d 
“We are opposing and will) 
to oppose any governmeess 
agency which is created for the 
of so-called social benefits. 
that these are merely the ente 
for a complete socialization 
economy. Believing in the § 
free enterprise, we will natu 
bat any inroads on that syst 
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194% promises to be the hardest year 
this country has ever faced. Every effort, 
and every dollar of national income not 
absolutely needed for existence, should 
go into war work and War Bonds. 


In the Pay Roll Savings Plan, Amer- 
ica finds a double-barreled weapon—for 
fighting power today, buying power to- 
morrow. 


You’ve undoubtedly got a Pay Roll 
Savings Plan in your own plant. But 
how long is it since you last checked up 
on_its progress? If it now shows only 
about 10% of the gross payroll going into 
War Bonds, it needs jacking up! 


This is a continuing effort—and it 


e s 
You’ve done your bit 
This space is a contribution to victory today and sound business tomorrow by 
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needs continual attention and continual 
stimulation to get fullest results. 


You can well afford to give this matter 
your close personal attention! Actual 
case histories prove that a successful Pay 
Roll Savings Plan gives labor and man- 
agement a common interest that results 
in better understanding. Misunderstand- 
ings and wage disputes becomes fewer. 
Production usually increases, and com- 
pany spirit soars. And it goes without 
saying that workers with~ substantial 
savings are usually far more satisfied 
and more dependable. 


For sound business economy, now and 
when the war is won, check up on 


your Pay Roll Savings Plan, today! 


Now do your best! 
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